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33-6269 Procedures Applicable to Requests 
for No-Action and _ Interpretive 
Letters. 





RULES 


The following releases relate to self-regulatory 
rule proposals and/or adoptions. 





34-17355 34-17366 34-17367 
34-17362 


33-6271 Extension of Comment Period for 
Proposal Regarding Exemption from 
Registration of Interests and Partic- 
ipations in Certain H.R. 10 Plans 
(File No. S7-857—Comment Period 
Expires January 14, 1981). 


34-17368 Delay until September 1, 1981 of 
Effective Date of portions of Rule 
11Ac1-2 governing the Dissemina- 
tion and Display of Market Informa- 
tion. 
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SECURITIES ACT OF 1933 
Release No. 6269/December 5, 1980 


PROCEDURES APPLICABLE TO REQUESTS FOR NO- 
ACTION AND INTERPRETIVE LETTERS 


In Release No. 33-6253 (October 28, 1980) [45 FR 


72644], the Commission described certain 
procedures recently adopted by the Division of 
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Corporation Finance for responding to all requests 
for no-action and interpretive letters, except those 
involving shareholder proposals. The new response 
procedure involves the use of an endorsement to the 
incoming letter as a method of reply. Rather than 
preparing a response in the format of a letter reciting 
the salient facts of the request and setting forth the 
position of the Division regarding the issues raised, 
the Division simply sets forth its position on the 
issues raised on either the last page of the incoming 
letter or on a separate page attached at the end of 
that letter. This new response procedure was 
instituted in order to make more efficient use of the 
Division’s resources while continuing to provide no- 
action and interpretive letter advice upon request. 


The use of the endorsement procedure has 
necessitated providing a copy of the requestor’s 
letter, as well as the Division’s endorsement 
response, to all persons within the Commission who 
receive copies of the Division’s no-action and 
interpretive letters as a matter of record (e.g., The 
Public Reference Section, certain Regional Offices, 
etc.). This has placed a new burden on the Division’s 
staff — that of providing multiple photocopies of the 
requestor’s letter. To alleviate this burden, 
henceforth all persons who request no-action or 
interpretive letters from the Division should submit 
an original and seven copies of their request to the 
following address: Office of Chief Counsel, Division 
of Corporation Finance, Securities and Exchange 
Commission, Washington, D. C. 20549. 


In Release No. 33-5127 (January 25, 1971) [36 FR 
2600], the Commission specified certain proce- 
dures to be followed by persons submitting requests 
for no-action or interpretive letters. The Commission 
is taking this opportunity to remind requestors of the 
following procedures: 


1. The specific subsection of the particular statute 
to which the letter pertains should be indicated in 
the upper right-hand corner of the original and each 
copy of the letter submitted. 


2. The names of the company or companies and all 
other persons involved should be stated. Letters 
relating to unnamed companies or persons, or to 
hypothetical situations, will not be answered. 


3. Letters should be limited to the particular 
situation involving the problem at hand, and should 
not attempt to include every possible type of 
situation which may arise in the future. 
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4. While it is essential that letters contain all of the 
facts necessary to reach a conclusion in the matter, 
they should be concise and to the point. 


5. The writer should indicate why he thinks a 
problem exists, his own opinion inthe matter andthe 
basis for such opinion. 


6. If a request for confidential treatment is made, 
this request and the basis therefor should be 
included in a separate letter and submitted with the 
no-action request letter. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6270/December 5, 1980 


In the Matter of 


H.R. 10 PLAN OF BLANK, ROME, COMISKY 
& MCCAULEY 

Four Penn Center Plaza 

Philadelphia, Pa. 19103 


(18-82) 


ORDER PURSUANT TO SECTION 3(A)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE H.R. 10 
PLAN OF BLANK, ROME, COMISKY & MCCAULEY. 


Blank, Rome, Comisky & McCauley, a law firm 
organized as a partnership under Pennsylvania law, 
by letters dated June 27, 1980 and October 29, 
1980, filed an application for an exemption from the 
registration requirements of the Securities Act of 
1933 (“Act”) for interests or participations issued in 
connection with the H.R. 10 Plan of Blank, Rome, 
Comisky & McCauley (“Plan”). 


On November 10, 1980, a notice was issued 
(Securities Act Release No. 6257) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 
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The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in 
connection with the Plan shall not be subject to the 
requirements of Section 5 of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6271/December 11, 1980 


EXEMPTION FROM REGISTRATION OF INTERESTS 
AND PARTICIPATIONS IN CERTAIN H.R. 10 PLANS 


ACTION: Extention of comment period. 


SUMMARY: The Commission is extending the 
period for comments set in Securities Act Release 
No. 6247, published October 14, 1980 requesting 
public comment regarding proposed Rule 180 
under the Securities Act of 1933. The proposed Rule 
would exempt from the registration provisions of the 
Securities Act of 1933 interests or participations 
issued in connection with H.R. 10 plans of certain 
partnerships. This action is being taken in order to 
give the public additional time to comment on the 
proposed Rule. 


DATES: Comments should be submitted on or 
before January 14, 1981. 


ADDRESSES: Persons wishing to submit written 
comments should file 10 copies thereof with George 
A. Fitzsimmons, Secretary, Securities and Exchange 
Commission, Room 892, 500 North Capitol Street, 
Washington, D. C., 20549. All submissions should 
refer to File No. S7-857 and will be available for 
public inspection at the Commission’s Public 
Reference Room 6101, 1100 L Street, N. W., 
Washington, D. C. 
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FOR FURTHER INFORMATION CONTACT: Mary A. 
Cole, (202) 272-3023, Division of Investment 
Management, Securities and Exchange Commmis- 
sion, 500 North Capitol Street, Washington, D. C., 
20549. 


SUPPLEMENTARY INFORMATION: Notice was 
published on October 14, 1980, Securities Act 
Release No. 6247 [45 FR 69476, October 21, 1980] 
requesting the submission of views with respect to 
proposed Rule 180 under the Securities Act of 1933 
(the “Act”) [15 U.S.C. 77a-77aa]. If adopted, 
proposed Rule 180 would provide an exemption 
from the registration requirements of section 5 of the 
Act [15 U.S.C. 77e] for interests and participations 
issued in connection with the H.R. 10 plans of 
partnerships that meet certain criteria. The 
Commission has received a request from an 
interested member of the public that the comment 
period be extended. The Commission has determin- 
ed that it is in the public interest to allow the request 
for additional time to submit comments on the 
proposed rule. Accordingly, the Commission hereby 
extends the period for comments on proposed Rule 
180 to January 14, 1981. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17355/December 5, 1980 


In the Matter of 

AMERICAN STOCK EXCHANGE, INC. 

86 Trinity Place 

New York, New York 10006 

(SR-Amex-80-25) 

ORDER APPROVING PROPOSED RULE CHANGE 


On October 16, 1980, The American Stock 
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Exchange, Inc. filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (“Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change which 
amends Article V, Section 6 of the Exchange 
Constitution to (1) extend the period of retained 
disciplinary jurisdiction over former members to one 
year following termination of membership status, 
and (2) expand the scope of such jurisdiction to 
member organizations. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-17253, 
October 27, 1980) and by publication in the Federal 
Register (45 FR 72373, October 31, 1980). No 
comments were received with respect to the 
proposed rule change. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchange, and in 
particular, the requirements of Section 6(b)(5) and 
6(b)(6) and the rules and regulations thereunder, in 
that it will enhance the Exchange's ability to 
appropriately discipline former members and their 
associated persons for violations of the Exchange 
Act or rules of the Exchange. 


IT IS THEREFORE ORDERED. pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17356/December 5, 1980 


A notice has been issued giving interested persons 
until December 29, 1980 to comment on the 
applications of the Midwest Stock Exchange for 
unlisted trading privileges in the common stock 
($.25 par value of MORAN ENERGY 
INCORPORATED and the Shares of Beneficial 
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Interest ($1 par value) of BANKAMERICA REALITY 
INVESTORS. These stocks are listed and registered 
on one or more other national securities exchanges 
and are reported in the consolidated transaction 
reporting system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17357/December 5, 1980 


In the Matter of Applications of the 
MIDWEST STOCK EXCHANGE, INCORPORATED 


For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATIONS 
FOR UNLISTED TRADING PRIVILEGES 


The Midwest Stock Exchange (“MSE”) has filed 
applications with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed on another 
national securities exchange.' 


CSX Corporation 
Common Stock, $1 Par Value 
(File No. 7-5778) 


General Re Corporation 
Common Stock, $.50 Par Value 
(File No. 7-5779) 


Moore Corp., Limited 
Common Stock, No Par Value 
(File No. 7-5780) 


Collins Food International Inc. 
(Delaware) 
Common Stock $.10 Par Value 
(File No. 7-5781) 





‘Notice of these applications was given by 
publication in the Federal Register. 45 FR 75404 


(November 14, 1980). The Commission has 
received no comments with respect to these 
applications. 
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The Commission finds that approval of the MSE’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange registered with the 
Commission pursuant to Section 6 of the Act, the 
MSE is subject to the provisions of paragraph (b) of 
that section, and to the Commission’s inspection 
authority and oversight responsibility under 
Sections 17 and 19 of the Act and the rules and 
regulations thereunder. In addition, transactions in 
the subject securities, regardless of the market in 
which they occur, are reported in the consolidated 
transaction reporting system contemplated by Rule 
11Aa3-1 under the Act [17 CFR 240.11Aa3-1]. The 
availability of last sale information for the subject 
securities should contribute to pricing efficiency 
and to ensuring that transactions on the MSE are 
executed at prices which are reasonably related to 
those occurring in other markets. Finally the 
Commission has received no comments indicating 
that the granting of these applications would not be 
consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of the MSE 
applications will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 


ACCORDINGLY, IT IS ORDERED, pursuant to Section 
12(f)(1)(B) of the Act, that the applications for 
unlisted trading privileges on the Midwest Stock 
Exchange in the above named securities are hereby 
approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17358/December 5, 1980 


A notice has been issued giving interested persons 
until December 29, 1980 to comment on the 
application of the Pacific Stock Exchange for 
unlisted trading privileges in the common stock ($1 
par value) of UNITED INNS, INC. This stock is listed 
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and registered on one or more other national 
securities exchanges and is reported in the 
consolidated transaction reporting system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17359/December 9, 1980 


Admin. Proc. File No. 3-5983 
In the Matter of 


R.O. BELT-0.S. BELT, INC 
OSBORN S. BELT 


(8-18403) 


ORDER INSTITUTING PROCEEDINGS AND 
IMPOSING REMEDIAL SANCTIONS 


The Commission deems it appropriate that public 
administrative proceedings be _ instituted with 
respect to R. O. BELT - O. S. BELT, INC. 
(“Registrant”), a registered broker-dealer, and 
Osborn S. Belt (“Belt”), the principal of Registrant, 
pursuant to Section 15(b) of the Securities Exchange 
Act of 1934 (“Exchange Act”). 


In anticipation of this administrative proceeding, 
Registrant and Belt each have submitted an Offer of 
Settlement (“Offer”) which the Commission has 
determined to accept. Solely for the purpose of these 
proceedings and any other proceeding brought by 
the Commission, and without admitting or denying 
the findings contained herein, the Respondents 
hereby consent to the entry of this Order. 


Accordingly, IT IS ORDERED that such proceedings 
pursuant to Section 15(b) of the Exchange Act be, 
and they hereby are, instituted. 


On the basis of this Order Instituting Proceedings 
and the Offers of Settlement, it is found that: 


1. From on or about November 5, 1975, to October 
24, 1979, Registrant and Belt wilfully violated 
Section 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder in connection with the offer and sale of 
securities, namely promissory notes secured by 
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fractional interests in first deeds of trust inthe name 
of a relative of Belt’s, by failing to disclose Belt’s 
financial interest in the properties securing the 
promissory notes, the previous foreclosure by Belt 
on the same properties, and Belt’s position as 
borrower on the promissory notes. 


2. From on or about April 30, 1978, to on or about 
July 31, 1978, and from on or about December 31, 
1979, to on or about January 21, 1980, Registrant 
wilfully violated and Belt wilfully aided and abetted 
violations of Sections 15(c)(3) and Section 17(a) of 
the Exchange Act and Rules 15c3-1 and 17a-11 
promulgated thereunder in that Registrant effected 
transactions in securities when it did not have the 
required net capital, failed to send the required 
telegraphic notice to the Commission, and failed to 
file the required report. 


3. At various times from June 8, 1974, to January 21, 
1980, Registrant wilfully violated and Belt wilfully 
aided and abetted violations of Section 15(c)(3) of 
the Exchange Act and Rules 15c3-2 and 15c3-3 
promulgated thereunder in that Registrant failed to 
properly maintain, segregate, and account for 
customer free credit balances. 


4. From on or about June 8, 1974, to January 21, 
1980, Registrant wilfully violated and Belt wilfully 
aided and abetted violations of Section 15(b)(9) of 
the Exchange Act and Rule 15b10-2 thereunder in 
that it engaged in the acts and practices set forth in 1 
through 3 above. 


5. During the period from on or about June 8, 1974, 
to January 21, 1980, Registrant and Belt wilfully 
violated Sections 5(a) and 5(c) of the Securities Act 
of 1933 in that Registrant and Belt offered and sold 
securities, namely promissory notes secured by 
fractional interests in first deeds of trust coupled 
with servicing agreements, through the mail, without 
a registration statement having been filed or in effect 
with the Commission. 


IV. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offers of 
Settlement. 

Accordingly, IT IS ORDERED, that: 


1. The broker-dealer registration of R. O. Belt - 0. S. 
Belt, Inc. be suspended for a period of sixty (60) 
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calendar days, such suspension to commence on 
the first Monday following the entry of this Order; 
provided, however, that such suspension shall not 
preclude the renewal of any existing loans. 


2. Belt is suspended from being associated with any 
broker or dealer for a period of sixty (60) calendar 
days, such suspension to commence on the first 
Monday following the entry of this Order; provided, 
however, that such suspension shall not preclude 
activities relating to the renewal of existing loans. 


3. R. O. Belt - O. S. Belt, Inc. shall comply with its 
undertaking to file, with the Washington Regional 
Office of the Commission, Part | of Form X-17A-5 
(the “Report”) each month for a period of six (6) 
months. The first such Report shall be filed within 
seventeen (17) business days of the end of the first 
full month of its operations after termination of the 
suspension period, and each succeeding Report 
shall be filed within seventeen (17) business days of 
the end of the month covered by such Report. Such 
Reports shall contain a calculation of customer free 
credit balances as of the last day of the month for 
which the Report is being filed. The Reports will be 
prepared by R. O. Belt - O. S. Belt, Inc., reviewed by 
its independent public accountants, and signed by 
R. O. Belt - 0. S. Belt, Inc.’s chief executive officer. 4. 


4. R.O. Belt-O0.S. Belt, Inc. shall comply with its 
undertaking to furnish certain of its customers witha 
letter disclosing the material facts concerning 
promissory notes in the name of a relative of Belt’s, 
sold to investors. 


5. R. O. Belt - O. S. Belt, Inc. and Belt shall comply 
with their undertaking to furnish the staff of the 
Commission with an affidavit of compliance with this 
order within thirty (30) days of the termination of the 
suspension period imposed herein. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17360/December 9, 1980 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 742/December 9, 1980 


NATIONAL COUNSELOR REPORTS, INC. 
DAVID MAGEE 


The Securities and Exchange Commission has 
ordered public administrative proceedings pursuant 
to Section 203(e) and (f) of the investment Advisers 
Act of 1940 (“Advisers Act’) against National 
Cuunselor Reports, Inc. (“National Counselor’), a 
registered investment adviser located in Kerrville, 
Texas and David Magee (“Magee”), president of 
National Counselor. The proceedings are based 
upon allegations by the Commission’s staff that 
National Counselor willfully violated the anti-fraud 
provisions of the Securities Exchange Act of 1934 
(“Exchange Act”) and of the Advisers Act, Section 
10(b) of the Exchange Act and Rule 10b-5 
thereunder and Section 206(1), (2), and (4) of the 
Advisers Act and Rule 206(4)-1 thereunder; and 
certain filing provisions of Section 204 of the 
Advisers Act and Rule 204-1 thereunder; and that 
Magee willfully aided and abetted certain of such 


violations. The Order for Proceedings charged that, 
among other things, (1) National Counselor made, in 
the May, 1980 issue of its monthly newsletter 


Moneytree, materially false and misleading 
statements in an article entitled “Occidental: The 
New American Dream”; (2) Magee purchased call 
options on Occidental Petroleum Corporation 
common stock prior to the distribution of the article 
without disclosing his ownership; (3) National 
Counselor violated the advertising rules under the 
Advisers Act by publishing an article in Moneytree 
listing certain specific past recommendations which 
were profitable without setting forth those which 
were not profitable; and (4) National Counselor 
failed to file its revised Form ADV with the 
Commission until October 21, 1980, although it was 
due by July 31, 1979. 


A hearing will be scheduled to take evidence on the 
allegations to determine whether or not such 
allegations are true, to afford respondents an 
opportunity to establish any defenses to such 
allegations and to determine what, if any, remedial 
action shall be ordered by the Commission. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17361/December 10, 1980 


Admin. Proc. File No. 3-5982 
In the Matter of 
WEISKOPF, SILVER & CO. 


ORDER INSTITUTING PROCEEDINGS PURSUANT 
TO SECTION 15(b)(4) OF THE SECURITIES 
EXCHANGE ACT OF 1934 AND FINDINGS AND 
ORDER OF THE COMMISSION 


The Commission deems it appropriate, following an 
investigation by its Division of Enforcement, that 
proceedings be instituted against Weiskopf, Silver & 
Co. (‘““Weiskopf, Silver”) pursuant to Section 15(b)(4) 
of the Securities Exchange Act of 1934 (“Exchange 
Act”) to determine whether Weiskopf, Silver effected 
transactions in the listed options of Bally 
Manufacturing Corporation (“Bally options”) which 
were not undertaken to fulfill its obligation to 
maintain a fair and orderly market on the American 
Stock Exchange (the “Amex”). This matter arises out 
of trading on certain days in series of Bally options on 
the Chicago Board Options Exchange (the “CBOE”) 
by Weiskopf, Silver before such Bally option series 
opened for trading on those days on the Amex. 


Weiskopf, Silver, simultaneously with the institution 
of these proceedings, has submitted an Offer of 
Settlement as a means of resolving the issues raised 
in these proceedings. Under the terms of its Offer of 
Settlement, Weiskopf, Silver, solely for the purpose 
of these proceedings, makes certain undertakings, 
and without admitting or denying any of the matters 
set forth herein, consents to the Findings herein and 
the issuance of the Order of the Commission. 


The Commission has determined that it is 
appropriate and in the public interest to accept the 
Offer of Settlement of Weiskopf, Silver and the 
undertakings contained therein, and accordingly 
issues this Order. 


Weiskopf, Silver & Co. is a specialist firm on the 
Amex and registered with the Commission as a 
broker-dealer pursuant to Section 15(b) of the 
Exchange Act. It is a member of a joint specialist 
account (the “Bally Specialist”) with two other firms. 
During the period described below the Bally 
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Specialist was the specialist for one hundred ten 
stocks and nine options on the Amex including the 
Bally options. 


Bally Manufacturing Corporation (“Bally”) is a 
Delaware corporation whose securities are 
registered with the Commission pursuant to Section 
12(b) of the Exchange Act. Its common stock is 
traded on the New York Stock Exchange. Bally and 
its subsidiaries design, manufacture, lease and sell 
coin-operated amusement and gaming devices of 
various types. A Bally subsidiary, Park Place, Inc., 
began operation of an Atlantic City, New Jersey 
gambling casino in December 1979. 


Amex Specialist’s Trading on CBOE 


During the period from September 6, 1978, to April 
1979, Weiskopf, Silver often effected transactions in 
Bally options on the CBOE for the account of the 
Bally Specialist.? On eighteen occasions, involving a 
total of 313 contracts, the Bally Specialist effected a 
transaction in a Bally option series on the CBOE 
before the Bally Specialist opened trading on the 
Amex.? On fifteen separate occasions, the 
transaction on the CBOE was at a price above or 
below the eventual opening price of the particular 
series on the Amex. 


On eleven of the occasions referred to above 
involving 139 of the above described 313 contracts, 
the Bally Specialist was able to make a profit by 
effecting a purchase or sale on the Amex opening 
after it had effected a transaction in the same Bally 
series on the CBOE. On one of the occasions involving 
100 contracts, a loss was sustained by the Bally 
Specialist.2 On the other three occasions, the Bally 
Specialist either bought on both exchanges or sold 
on both exchanges. 


Such transactions were effected for the purpose of 
having the options open on the two markets at the 
same price or with a minimal difference in price and 
avoid a recurrence of the disparities in pricing that 
had arisen in the past between the CBOE and Amex 
openings in the Bally option class.‘ 


The Bally Specialist, for the purpose of bringing the 
opening price of Bally options on the CBOE close to 
the opening price on the Amex, placed orders onthe 
CBOE that were at prices reasonably close to the 
prices at which it expected the Amex option series to 
open. By its placing of orders on the CBOE 
calculated to affect the opening price of a particular 
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Bally series, Weiskopf, Silver, on the occasions 
described, was able to maintain an appearance that 
the Amex was a more competitive marketplace in 
situations where otherwise the CBOE could have 
been the market with the more advantageous price 
for someone wishing to either buy or sell the option 
series. 


The attempt by the Bally Specialist to influence the 
prices on the CBOE and draw them closer to the 
Amex opening prices violated the Bally Specialist’s 
obligation and duty under Section 11(b) of the 
Exchange Act and Rule 11b-1 to effect trades for its 
own account only for the purpose of maintaining a 
fair and orderly market for Bally options on the 





‘During such period, the Bally Specialist effected 
thousands of Bally option transactins involving more 
than 550,000 option contracts. Of such 
transactions, 2,607 transactions involving 31,038 
option contracts, were effected on the CBOE. 


2in April 1979, after the initiation of the staff's inquiry 
in this matter, Weiskopf, Silver ceased effecting any 
trades in a Bally option series on the CBOE prior to 
the Amex opening of such series. Also in April 1979, 
the Amex requested of its specialists trading in 
dually-traded options that they not effect 
transactions on the second exchange in those 
options before the Amex opening for their option. 
Those specialists have, to date, complied with that 
request. 


3The profits for the specialist ranged from $18.75 to 
$1,562.00 with 9 of the 11 transactions generating 
profits of less than $250.00. However, the 
transaction effected at a loss resulted in a loss of 
$3,750.00, an amount greater than all profits 
realized on the 11 profitable transactions. 


‘Most notably, on September 1, 1978 (when a 
consortium of specialist firms and not the Bally 
Specialist was the specialist for Bally options) when 
the CBOE opened the Bally November 70 series at 5 
and the Amex opened the same series twenty 
minutes later at 10. 
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I. 
FINDINGS 


The Commission finds that the actions of Weiskopf, 
Silver described herein constituted a violation of 
Section 11(b) of the Exchange Act and Rule 11b-1 
thereunder. 


il. 
ORDER 


in view of the foregoing, the Commission deems it 
appropriate and in the public interest to accept the 
Offer of Settlement of Weiskopf, Silver & Co. and, 
accordingly, IT IS HEREBY ORDERED that 
proceedings be and they are hereby instituted. 


IT IS FURTHER ORDERED that Weiskopf, Silver: 
1. Be, and hereby is censured. 


2. Comply with its undertaking to refrain from 
trading in series of Bally options on the CBOE before 
the opening of such Bally option series on the Amex 
where the purpose is to attempt to draw the CBOE 
market price closer to the anticipated Amex opening 
price. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








5A transaction not reasonably necessary to maintain 
a fair and orderly market has been defined as one 
“not reasonably calculated to contribute to the 
maintenance of price continuity [on the exchange] 
and to minimize the effects of temporary disparity 
between supply and demand.” Sec. Ex. Act Rel. No. 
1117 at 2 (March 30, 1937), discussed in Senate 
Comm. on Banking, Housing and Urban Affairs, 
Securities Industry Study, 92nd Cong. 2nd Sess., pt. 
4 at 6-8, 19-20 (1972); see also, Amex Rule 170. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17362/December 10, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PHILADELPHIA DEPOSITORY TRUST 
COMPANY 


(File No. SR-PDTC-80-2) 


The Philadelphia Depository Trust Company 
submitted on December 8, 1980, a proposed rule 
change, pursuant to Rule 19b-4 under the Securities 
Exchange Act of 1934, which would enable pledgee 
banks to make collateral pledged by participants 
available for use in the stock loan program of Stock 
Clearing Corporation of Philadelphia. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
December 15, 1980. Interested persons are invited 
to submit written data, views and arguments 
concerning the submission within twenty-one days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D. C. 20549. Reference should be made to File No. 
SR-PDTC-80-2. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17363/December 10, 1980 


In the Matter of 

EN!I DEVELOPMENT DRILLING PROGRAM 1979B 
(File No. 81-646) 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has 
issued a notice giving interested persons until 
January 5, 1981 to request a hearing on an 
application by ENI Development Drilling Program 
1979B (the “Applicant”) pursuant to Section 12(h) 
of the Securities Exchange Act of 1934, as amended, 
for an order partially exempting the Applicant from 
the provisions of Sections 13 and 15(d) of the 1934 
Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17364/December 10, 1980 


A notice has been issued giving interested persons 
until January 2, 1981 to comment onthe application 
of the Philadelphia Stock Exchange for unlisted 
trading privileges in the common stock ($1.25 par 
value) of QUAKER STATE OIL REFINING CORP., 
which is listed and registered on one or more other 
national securities exchanges and is reported in the 
consolidated transaction reporting system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17365/December 10, 1980 


In the Matter of Application of the 
BOSTON STOCK EXCHANGE, INC. 


For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATION 
FOR UNLISTED TRADING PRIVILEGES 


The Boston Stock Exchange (“BSE”) has filed an 
application with the Commission pursuant to 
Section 12(f)(1)(B) ofthe Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
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thereunder, for unlisted trading privileges in the 
following security which is listed on another national 
securities exchange: 


Imperial Oil Limited 
Class A Common Convertible, No Par Value 
(File No. 7-5782)! 


The Commission finds that approval of the BSE’s 
application for unlisted trading privilges in this 
security is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange registered with the 
Commission pursuant to Section 6 of the Act, the 
BSE is subject to the provisions of paragraph (b) of 
that section, and to the Commission’s inspection 
authority and oversight responsibility under 
Sections 17 and 19 of the Act and the rules and 
regulations thereunder. In addition, transactions in 
the subject security, regardless of the market in 
which they occur, are reported in the consolidated 
transaction reporting system contemplated by Rule 
11Aa3-1 under the Act [17 CFR 240.11Aa3-1]. The 
availability of last sale information for the subject 
security should contribute to pricing efficiency and 
to ensuring that transactions on the BSE are 
executed at prices which are reasonably related to 
those occurring in other markets. Finally the 
Commission has received no comments indicating 
that the granting of this application would not be 
consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of the BSE 
application will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 


ACCORDINGLY, IT IS ORDERED, pursuant to Section 
12(f)(1)(B) of the Act, that the application for 
unlisted trading privileges on the Boston Stock 
Exchange in the above named security is hereby 
approved. 


For the Commission by the Division of Market 

Regulation pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 








1Notice of this application was given by publication 
in the Federal Register. 45 FR 76820 (November 20, 
1980). The Commission has received no comments 
with respect to this application. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17366/December 11, 1980 


In the Matter of Proposed Rule Change By 
NEW YORK STOCK EXCHANGE, INC. 


(File No. SR-NYSE-80-36) 
ORDER APPROVING PROPOSED RULE CHANGE 


On September 26, 1980, the New York Stock 
Exchange, Inc. filed with the Commission, pursuant 
to Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78s(b)(1) (“Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change which 
requires Exchange approval of member and 
member organization bank loan agreements which 
are given capital value for otherwise non-allowable 
assets and securities with no ready market value. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-17242, 
October 23, 1980) and by publication in the Federal 
Register (45 FR 71878, October 30, 1980).All written 
statements with respect to the proposed rule change 
which were filed with the Commission and all written 
communications relating to the proposed rule 
change between the Commission and any person 
were considered and (with the exception of those 
statements or communications which may be 
withheld from the public in accordance with the 
provisions of 5 U.S.C. §552) were made available to 
the public at the Commission’s Public Reference 
Room. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to National Securities Exchanges, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17367/December 11, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


File No. SR-NASD-80-21 


The National Association of Securities Dealers, Inc. 
(“NASD”) submitted on November 25, 1980, a 
proposed rule change under Rule 19b-4 to revise 
Article Ill Section 26 of the NASD’s Rules of Fair 
Practice and related interpretations governing 
member practices in connection with the 
distribution of investment company securities. 


In particular, the proposed rule change would 
incorporate certain provisions of the interpretation 
to the “Anti-Reciprocal Rule” into Section 26 and 
would revise the Rule to permit a member to sell 
shares of an investment company that follows a 
disclosed policy of considering sales of its shares as 
a factor in the selection of broker-dealers to execute 
portfolio transactions. The proposed rule change 
would also incorporate into Section 26 certain 
provisions of the Explanation of the NASD’s Board of 
Governors regarding the “Reciprocal Brokerage 
Rule” and the Interpretations of the Board of 
Governors regarding “Special Deals” and “Selling 
Dividends.” Interpretations regarding “Arranging 
Loans” and “Contractual Plan Withdrawal and 
Reinstatement Privileges” would be withdrawn. 


In addition, the proposed rule change would amend 
Section 26 to delete language which permits the 
imposition of a service charge on dividend 
reinvestment, delete the requirement of filing 
information with the NASD on increases in sales 
charges, clarify that principal underwriters of 
investment companies may purchase shares of the 
company for investment, and require disclosure to 
investors when a charge is made for repurchase of 
investment company shares if the charge could be 
avoided through redemption of the shares. The 
proposed rule change would also delete provisions 
of Section 26 regarding practices in connection with 
sales or redemptions of investment company 
securities, since Rule 22c-1 under the Investment 
Company Act of 1940 regulates such practices. The 
proposal would also permit an underwriter to pay 
non-uniform discounts, fees, concessions or 
commissions (“concessions”) to another member if 
such concessions are disclosed in the prospectus of 
the investment company. 
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Publication of the submission is expected to be 
made in the Federal Register during the week of 
December 15, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 30 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-NASD-80-21. 


Copies of the submission, all subsequent 
amendmerts, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N. W., Washington, 
D.C. 


Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17368/December 11, 1980 


DISSEMINATION AND DISPLAY OF TRANSACTION 
REPORTS, LAST SALE DATA AND QUOTATION 
INFORMATION 


ACTION: Rule amendment. 
SUMMARY: In order to allow time for further 
development and implementation of certain 


quotation processing facilities, the Commission 
extends the effective date of portions of its rule 
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governing the dissemination and display of market 
information to September 1, 1981. 


EFFECTIVE DATE: On publication in the Federal 
Register. 


FOR FURTHER INFORMATION CONTACT: Bruce 
Beatt, Division of Market Regulation, Securities and 
Exchange Commission, Room 390, 500 North 
Capitol Street, Washington, D. C. 20549, (202) 272- 
2883. 


SUPPLEMENTARY INFORMATION: On February 19, 
1980, the commission announced the adoption of 
Rule 11Ac1-2 (“Rule”) under the Securities 
Exchange Act of 1934, as amended (“Act”). Among 
other things, the Rule requires that (1) vendors 
providing quotation information provide, at a 
minimum, either a best bid and offer, including 
market identifier and size (“BBO”), derived from 
quotations from ali reporting market centers, 
including third market makers, or a montage of such 
quotations (“BBO Requirement’); (2) vendors 
provide a consolidated last sale and quotation 
display by means of a stroke sequence involving 
either a fewer number of key strokes than is used to 
retrieve displays of individual market center 
information or by an equal number of key strokes if 
the transmit key to recall consolidated displays is 
more prominent (“Key Stroke Requirement”); and 
(3) vendors provide a display of consolidated 
transaction information which contains, subject to 
limited exceptions, all categories of information 
available in individual market center displays 
(collectively, “Vendor Display Provisions”). The 
Vendor Display Provisions were initially due to be 
effective on October 5, 1980. 


Subsequent to the adoption of the Rule, however, the 
Commission received indications from a number of 
vendors that the costs which they would have to 
incur to comply with the BBO Requirement might be 
reduced if a central facility was developed which 
could calculate and disseminate the BBO to all 
vendors. The Commission understands that 
calculating the BBO, without the use of a central 
processor, would require storage by each vendor of 
all exchange and third market quotations and 
development of software to select and disseminate 
the BBO each time any quotation changes. Thus, a 





‘Securities Exchange Release No. 16590 (February 
19, 1980) (“Vendor Display Release”) 45 FR 12391. 
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central processor may save vendors some storage, 
processing and communications costs. For this 
reason the Commission, on June 24, 1980, 
announced that it was deferring the effective date of 
the Vendor Display Provisions from October 5, 1980, 
to January 3, 1981, because it believed that those 
provisions: 


should not become effective. . .until the 
exchanges and the vendors have had an 
opportunity to explore appropriate methods 
of providing for more efficient and less costly 
methods of calculating the [BBO].? 


In addition, in order to ensure quick process toward 
this end, the Commission also requested that the 
self-regulatory organizations participating in the 
Consolidated Quotation Plan (‘‘CQ Plan 
Participants”) submit to the Commission a joint 
written report regarding their willingness to develop 
a BBO central processor. 


As discussed more fully below, significant progress 
has been made toward the development of a new 
central facility to calculate and disseminate the BBO 
(“BBO Central Processor’). As a result, the 
Commission has determined to defer the effective 
date for the Vendor Display Provisions to September 
1, 1981, to permit the CQ Plan Participants and the 
Securities Industry Automation Corporation 
(“SIAC“), as CQ Plan processor, the time necessary 
to complete development and implementation of a 
BBO Central Processor. 


ll. Discussion 


In response to the action taken by the Commission 
deferring the effective date of the Rule, the CQ Plan 
Participants, after some delay, authorized SIAC to 
create a proposal for developing and implementing a 
BBO Central Processor. Subsequently, on August 
29, 1980, SIAC submitted a BBO Central Processor 
proposal to the CQ Operating Committee. After 
receiving comments on its proposal from the CQ 
Plan Participants and the vendors, SIAC revised its 
proposal and, on October 13, 1980, again presented 
it to the CQ Operating Committee for consideration. 


SIAC proposed that the CQ Operating Committee 
authorize it to develop a BBO Central Processor 
capability in conjunction with its proposed upgrade 
and relocation of the New York Stock Exchange's 
(“NYSE”) Market Data System and accompanying 
upgrade of the computer, communications and 
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processing systems employed by the consolidated 
quotation and transaction reporting systems (“CQS 
and CTS”). This upgrade, as proposed, would, 
among other things, (1) split the CQS and CTS data 
streams so that each system would depend on 
separate computer hardware and communications 
lines*; (2) upgrade the computer hardware for both 
systems; (3) add higher capacity CQS 
communications lines and (4) employ the new CQS 
processor and lines to calculate and disseminate the 
BBO. In response to concerns raised by certain 
vendors over the costs to them entailed in receiving 
information from SIAC’s new higher capacity 
communications lines, SIAC also indicated that CTS 
and CQS information (but not BBO information) 
would continue to be available to vendors through 





*Securities Exchange Release No. 16924 (June 24, 
1980) at 4 (“Deferral Release”), 45 FR 44922 at 
44923. The Commission also raised concerns that 
time lags in updating Autoquote bids and offers 
might cause the BBO display to be misleading. 
These delays raised the possibility that brokerage 
firms, registered representatives and investors 
inquiring for the BBO during the time interval 
between dissemination of changes in the quotation 
in the primary market and generation of 
corresponding changes in regional quotations by the 
Autoquote systems may be misled as to the “true” 
BBO by a stale quotation from a regional exchange. 


Subsequently, Quotron Systems, Inc. (“Quotron”), 
the processor of Autoquote for the Boston (“BSE”), 
Midwest (“MSE”) and Pacific (“PSE”) Stock 
Exchanges, has made certain revisions to the PSE’s 
Autoquote system which have reduced time delays 
in that system from approximately one minute both 
at the opening and during the trading day to five 
seconds at the opening and one second during the 
trading day. Moreover, Quotron has indicated to the 
Commission's staff that it intends to take similar 
action, if necessary, with respect to the Autoquote 
systems of the BSE and MSE. These enhancements, 
in conjunction with SIAC’s planned systems 
upgrade, which will be discussed in more detail 
infra, should eliminate the Commission's regulatory 
concerns regarding misleading information. 


3The National Association of Securities Dealers and 
the Philadelphia Stock Exchange, which presently 
supply transaction and quotation information to 
SIAC over one line, would, however, be permitted to 
continue to do so. 


SEC DOCKET/851 





lower capacity lines. Accordingly, if a vendor chose 
to separately calculate the BBO it would not have to 
make the system changes entailed in receiving 
information through SIAC’s new upgrade lines. 


The Commission understands that the CQ Operating 
Committee unanimously approved “in principle” 
SIAC’s proposal.* In addition, the Commission 
understands that the CQ Operating Committee 
authorized the NYSE’s counsel to draft an 
amendment authorizing the development, by SIAC, 
of a BBO Central Processor capability and SIAC to 
draft final specifications for its upgrade. Finally, the 
Commission has been informed that representatives 
of SIAC and the CQ Operating Committee held an 
informational meeting with the vendors in which 
SIAC’s revised proposal was described and that, 
while the vendors indicated that they would have to 
review the proposal in detail, none raised any serious 
concerns at the meeting. 


The Commission continues to believe that the 
Vendor Display Provisions, especially the BBO 
Requirement, are essential both for the successful 
operation of the CQS and to enhance the ability of 
public investors to ensure best execution of their 
orders. However, the Commission also believes that 
the development of a BBO Central Processor would 
be the most efficient and least costly manner of 
calculating and disseminating the BBO. 
Accordingly, the Commission consistently has 
encouraged the industry to create such a capability 
within a time period which would not unduly delay 
the effective date of the Vendor Display Provisions. 


While progress toward developing a BBO Central 
Processor has been slow, it now appears that each of 
the CQS participants are committed to developing 
such a capability along the guidelines set forth in 
SIAC’S revised proposal. In addition, the vendors 
appear generally positive about SIAC’s revised 
proposal even though, if they choose to receive the 
BBO from SIAC, they will have to revise their systems 
to accept information from SIAC’s new, higher 
Capacity, communications lines. Accordingly, the 
Commission now believes that it is highly probable 
that a Central BBO Processor will be implemented in 
the near future. 


In light of the above, the Commission believes that it 
is appropriate to delay the effective date of the 
Vendor Display Provisions until September 1, 1981, 
in order to provide the CQ Plan Participants and SIAC 
the time necessary to develop and implement a 
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central BBO Processor. The Commission 
understands that SIAC has indicated to the CQ Plan 
Participants that, barring any delays in approval by 
the CQ Operating Committee of the final 
specifications, the upgrade, including the 
implementation of the BBO Central Processor, could 
be accomplished by August, 1981. Therefore, the 
Commission anticipates that no further deferral of 
the Vendor Display Provisions will prove necessary.® 


For the reason stated above and pursuant to the 
Administrative Procedure Act (5 U.S.C. §551 et 
seq.), the Commission finds for good cause that 
notice and public procedure of this amendment to 
the Rule are impacticable, unnecessary and 
contrary to the public interest and that there is good 
cause for making this amendment effective 
immediately. The Commission also finds that 
adoption of this amendment to the Rule does not 
impose any burdens on competition that are not 
necessary or appropriate in furtherance of the 
purposes of the Act. 


The Securities and Exchange Commission, acting 
pursuant to the Act, and particularly Sections 1, 3, 6, 
9, 10, 15, 17 and 23, Pub. L. No. 78-291, 48 Stat. 
881, 882, 885, 889, 891, 895, 897 and 901, as 
amended by Sections 2, 3, 4, 11, 14 and 18, Pub. L. 
No. 94-29, Stat. 97, 104, 121, 137 and 155 (15 
U.S.C.§§78b, 78c, 78f, 78i, 78j, 780, 78g, and 78w); 
Section 15A, as added by Section 1, Pub. L. No. 75- 
219, 52 Stat. 1070, as amended by Section 12, Pub. 
L. No. 94-29, 89 Stat. 127 (15 U.S.C. §780-3); 
Section 11A, as added by Section 7, Pub. L. No. 94- 
29, 98 Stat. 111 (15 U.S.C. §78K-1), hereby amends 
Paragraph (h) of Section 240.11AclI-2 of Title 17 of 
the Code of Federal Regulations to postpone to 
September 1, 1981, the effective date of paragraphs 
(b)(2)(ii), (b)(2)(vi) and (c)(2)(i), (ii), (iv), (v) of said 
Section 240.11AclI-2. The text of the amendment is 
as follows: 





‘The CTA Operting Committee also has authorized 
SIAC’s proposed upgrade to the extent it affects the 
consolidated transaction reporting system. 


5In this connection, the Commission requests that 
SIAC provide the Commission with a complete 
description of, and timetable for, the completion of 
the planned upgrade as well as periodic status 
reports, on no less than a quarterly basis, on 
progress toward the implementation of a BBO 
Central Processor and completion of the planned 
upgrade. 
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PART 240 — GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 


§240.11Acl-2 Display of transaction reports, last 
sale data and quotation information. 


** eK * 


(h) Effective date. The effective date of this section 
shall be April 5, 1980, except for paragraph 
(c)(2)(vi), which shall become effective on July 5, 
1980, and paragraphs (b)(2)(ii), (b)(2)(vi) and 
(c)(2)(i), (ii), (iv), (v) which shall become effective 
on September 1, 1981. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21821/December 5, 1980 


Inthe Matter of 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72293 


ARKANSAS-MISSOUR!I POWER COMPANY 
405 West Park Street 

Blytheville, Arkansas 72315 
ASSOCIATED NATURAL GAS COMPANY 
405 West Park Street 

Blytheville, Arkansas 72315 

(70-6326) 


NOTICE OF PROPOSAL TO MERGE ASSOCIATE 
PUBLIC UTILITY COMPANIES 
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NOTICE IS HEREBY GIVEN that Middle South 
Utilities, Inc. (“Middle South”), a registered holding 
company, and Arkansas Power & Light Company 
(“AP&L”) and Arkansas-Missouri Power Company 
(“Ark-Mo”), each a public utility subsidiary of Middle 
South, and Associated Natural Gas Company 
(“Associated”), a public utility subsidiary of Ark-Mo, 
have filed a joint application-declaration and an 
amendment thereto with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 3(a)(2), 6, 7, 9(a), 10, 
12(b), 12(d) and 12(f) of the Act and Rules 2(a)(2), 
43, 44, 45 and 50(a)(5) promulgated thereunder as 
applicable to the proposed transactions. All 
interested persons are referred to the amended 
application-declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


Middle South presently owns all the outstanding 
common shares of AP&L and Ark-Mo. Ark-Mo, in 
turn, owns all the outstanding common shares of 
Associated. It is proposed that Ark-Mo will be 
merged into AP&L with Associated becoming a 
wholly owned subsidiary of AP&L. 


The properties of AP&L consist of facilities for the 
generation, transmission and distribution of electric 
power and energy and other property necessary to 
repair, maintain and operate those facilities for the 
furnishing of electricity to the public. These facilities 
extend into 62 of the 75 counties in Arkansas, AP&L 
also provides electric service in a small area of 
Tennessee. As of July 31, 1980, AP&L provided 
electric service to 470,401 customers. 


Ark-Mo operates facilities for the generation, 
transmission and distribution of electric 
power and energy other property necessary 
to repair, maintain and operate those 
facilities for the furnishing of electricity to the public. 
These facilities extend into 8 counties in 
northeastern Arkansas and 12 counties in 
southeastern Missouri. Ark-Mo’s generating 
capacity is limited, its largest generating station 
consisting of three gas turbines with a net capability 
of 188 MW and operated by Ark-Mo under a long- 
term net lease. The properties operated by Ark-Mo 
are contiguous to, and physically interconnected 
with, those of AP&L. During the twelve months ended 
July 31, 1980, the other operating subsidiaries of 
Middle South, including AP&L, provided through 
AP&L’s transmission system approximately 22 
percent of Ark-Mo’s energy requirements. As of July 
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31, 1980, Ark-Mo provided electric service to 59,130 
customers. 


Associated owns and operates natural gas 
transmission and distribution facilities in parts of 
northeastern Arkansas and southeastern, western 
and northern Missouri. As of July 31, 1980, 
Associated provided natural gas service to 61,364 
customers. 


In order to reduce duplication of corporate 
organization, accounting and operation and to 
consolidate into one corporate entity, in the interest 
of increased economic efficiency, electric 
operations which, with minor exceptions, are already 
operated as an integrated system, AP&L proposes to 
acquire all the outstanding shares of common stock 
of Ark-Mo from Middle South and to effect the 
liquidation and dissolution of Ark-Mo and the 
distribution of its assets to AP&L, including the 
outstanding shares of common stock of Associated 
(“Associated Common Stock”) held by Ark-Mo. The 
consummation of these proposed transactions, is 
expected to occur on or about January 1, 1981. 


Ark-Mo’'s proprietary capital, long-term debt 
(including current maturities) and short-term debt 
as of July 31, 1980, were in each case as follows: 


Proprietary capital: 


Common stock - $2.50 par value; 
authorized, 7,000,000 shares; 
issued and outstanding, 4,691,988 
$11,729,970 
Paid-in surplus 7,483,345 
Retain earnings (including un- 
appropriated, undistributed 
subsidiary earnings) 
Total proprietary capital 


7,947,719 
$27,161,034 


Long-term debt: 
First Mortgage Bonds 
Series E, 4%%, Due 1983 
Series F, 5%%, Due 1988 
Series G, 5%%, Due 1990 
Series H. 64%, Due 1996 
Series |, 9%%, Due 2000 
Series J, 8%%, Due 1998 
$21,160,310 
Debentures: 
5%%, Due 1983 
7%, Due 1993 
Total long-term debt 


340,000 


$25,080,310 
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Short-term debt: 
Notes payable to banks 
Notes payable to Middle South 
Total short-term debt 


11,000,000 
$13,100,000 


In anticipation of the proposed consolidation 
between AP&L and Ark-Mo, Ark-Mo proposes to 
issue and sell, and Middle South proposes to acquire 
from Ark-Mo, at a price of $2.50 per share, or 
$5,750,000 in the aggregate, 2,300,000 additional 
shares of the authorized but unissued common 
stock, $2.50 par value, of Ark-Mo. As consideration 
for such shares, Middle South will pay to Ark-Mo 
$3,650,000 in cash and will surrender to Ark-Mo for 
cancellation $2,100,000 principal amount of 
unsecured promissory notes previously issued and 
sold by Ark-Mo and acquired by Middle South, 
representing all outstanding promissory notes 
issued by Ark-Mo and held by Middle South. Upon 
consummation of the sale by Ark-Moto Middle South 
of the additional shares of its common stock, Ark-Mo 
would immediately thereafter apply the $3,650,000 
cash proceeds, together with other funds available to 
Ark-Mo, to the redemption, at the applicable 
redemption prices, of its two outstanding series of 
debentures which, as of July 31, 1980, aggregated 
$3,840,000 in principal amount. These preliminary 
transactions would have the effect, as of July 31, 
1980, of increasing the total number of outstanding 
shares of Ark-Mo’s common stock to 6,991,988, of 
increasing the amount of Ark-Mo’s total proprietary 
capital by $5,750,000 to $32,911,034 and of 
eliminating debentures from Ark-Mo’s capital 
structure. 


Middle South, AP&L and Ark-Mo thereafter propose 
to enter into an Agreement and Plan of Consolidation 
of Electric Properties (“Plan”) which would 
constitute a plan of reorganization within the 
meaning of Section 368 of the Internal Revenue 
Code of 1954, as amended. Pursuant tothe Plan, and 
as the initial step, Middle South would effectuate an 
exchange with AP&L of all of Ark-Mo’s then 
outstanding 6,991,988 shares of common stock, 
$2.50 par value (“Ark-Mo Stock”), for additional 
shares of common stock, $12.50 par value 
(“Additional Common Stock”), of AP&L. The number 
of shares of the Additional Common Stock to be 
issued and exchanged by AP&L with Middle South 
will be determined by dividing the book value per 
share of the Additional Common Stock into the net 
book value of Ark-Mo, including its investment in 
Associated, on or about the date of exchange of 
shares. As of July 31, 1980, the net book value of Ark- 
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Mo, including its investment in Associated, after 
giving effect to the sale by Ark-Mo to Middle South of 
the 2,300,000 shares of Akr-Mo’s common stock, 
would be $32,911,034. 


As soon as practicable after the exchange of shares, 
and as the second step under the Plan, AP&L, as sole 
holder of the Ark-Mo Stock, proposes to cause Ark- 
Mo to be liquidated and dissolved and its assets 
distributed, in kind, to AP&L in accordance with the 
provisions of the Arkansas Business Corporation 
Act. Accordingly, Ark-Mo proposes to sell, convey, 
transfer and assign to AP&L all of its right, title and 
interest in and to all of its properties, both real and 
personal, including any and all franchises, permits, 
utility easements, rights-of-way, leases and lease- 
hold interests, any and all contracts, cash on hand 
and in banks, the Associated Common Stock held by 
Ark-Mo and a 7%% Subordinated Note due March 
15, 1993 of Associated in the principal amount of 
$4,000,000 (“Associated Note”) held by Ark-Mo. 
AP&L, in turn, proposes to deliver and surrender to 
Ark-Mo, for retirement and cancellation, the Ark-Mo 
Stock held by AP&L and to assume all of Ark-Mo’s 
then outstanding liabilities and obligations, 
including all contractual commitments and lease 
obligations and obligations with respect to Ark-Mo’s 
then outstanding short-term indebtedness 
represented by notes payable to banks, which, as of 
July 31, 1980, aggregated $11,000,000 in principal 
amount and which is expected to aggregate 
approximately $14,000,000 in principal amount at 
the time of such assumption of liability by AP&L. 


Concerning the proposed assumption by AP&L of 
Ark-Mo’s short-term bank indebtedness, AP&L has 
received authorization from the Commission to 
issue and sell short-term notes to various banks and 
commercial paper to a dealer in commercial paper 
in an aggregate principal amount at any one time 
outstanding not to exceed the lesser, from time to 
time, of $170,000,000 or 10 percent of AP&L’s 
capitalization (HCAR No. 21811). The authorization 
requested herein, insofar as it provides for the 
assumption by AP&L of liability on Ark-Mo’s short- 
term borrowings from certain of the same banks with 
whom AP&L will maintain separate lines of credit, is 
intended to constitute a separate and additional 
authorization for short-term borrowings by AP&L 
from those banks, subject to the above limitation 
that the total principal amount of short-term 
borrowings issued or assumed by AP&L at any one 
time outstanding may not exceed the lesser, from 
time to time, of $170,000,000 or 10 percent of 
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AP&L’s capitalization. 


With respect to Ark-Mo’s then outstanding six series 
of first mortgage bonds (“Ark-Mo Bonds”), AP&L will 
be deemed to have assumed liability on the Ark-Mo 
Bonds as a consequence of the liquidation of Ark-Mo 
and distribution of its assets to AP&L and in 
contemplation of the proposed exchange by AP&L 
immediately thereafter of its first mortgage bonds 
for the Ark-Mo Bonds in the following manner. 


In the final step under the Plan, AP&L proposes to 
issue six new series of its first mortgage bonds 
(“AP&L 1983-2000 Series Bonds”) bearing interest 
at the same rates, maturing on the same dates and to 
be issued in the same principal amounts as the Ark- 
Mo Bonds. 


The AP&L 1983-2000 Series Bonds will be issued in 
exchange, on a series for series and principal 
amount for principal amount basis, for the then 
outstanding Ark-Mo Bonds. 


The AP&L 1983-2000 Series Bonds are proposed to 
be created under and pursuant to AP&L’s Mortgage 
and Deed of Trust, dated as of October 1, 1944, to 
Guaranty Trust Company of New York (now Morgan 
Guaranty Trust Company of New York) and Henry A. 
Theis (John W. Flaherty, successor), as Trustees, as 
supplemented by all indentures supplemental 
thereto, including a thirty-third supplemental 
indenture (“AP&L Mortgage”). The maturity dates, 
annual rates of interest, interest payment dates and 
redemption prices applicable to the AP&L 1983- 
2000 Series Bonds would be the same as those 
presently applicable to the corresponding Ark-Mo 
Bonds being surrendered in exchange therefor, and 
the sinking fund provisions applicable to the AP&L 
1983-2000 Series Bonds would be substantially 
similar to those applicable to the Ark-Mo Bonds. In 
other respects, it is contemplated that the AP&L 
1983-2000 Series Bonds would have terms and 
provisions, including those relating to dividend 
restrictions and limitations on the issuance of 
additional bonds, which are similar to those 
applicable to first mortgage bonds currently 
outstanding under the AP&L Mortgage. 


In exchange for the delivery to the holders of the Ark- 
Mo Bonds of the AP&L 1983-2000 Series Bonds, 
such holders would deliver and surrender to the 
corporate trustee under the Ark-Mo Mortgage, for 
retirement and cancellation, all the Ark-Mo Bonds, 
whereupon Ark-Mo’s Indenture of Mortgage, dated 
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December 1, 1944, as supplemented, under which 
the Ark-Mo Bonds were issued (“Ark-Mo Mortgage’), 
would be immediately satisfied and discharged and 
cease to be of any further effect. The satisfaction and 
discharge of the Ark-Mo Mortgage would free for use 
as a basis for the issuance of additional first 
mortgage bonds under the AP&L Mortgage, upon 
consummation of the Plan, property which is 
currently subject to the lien of the Ark-Mo Mortgage. 


All of the Ark-Mo Bonds were originally issued and 
sold by Ark-Mo in private placement transactions 
and are currently held by a total of 23 persons, 
consisting principally of insurance companies, 
banks and other institutional investors or their 
nominees. In view of the uniqueness and complexity 
of the proposed bond exchange arrangements, Ark- 
Mo contemplates retaining Lehman Brothers Kuhn 
Loeb Incorporated, New York, N. Y. (“Lehman 
Brothers”), as financial advisor to assist Ark-Mo in 
obtaining the consent of the holders of the Ark-Mo 
Bonds to the delivery and surrender for cancellation 
of their securities in exchange for the AP&L 1983- 
2000 Series Bonds. It is anticipated that the formal 
consent of such holders to the terms of the exchange 
would be evidenced by their separate execution of a 
Bond Exchange Agreement, pursuant to which AP&L 
would issue to such holders the AP&L 1983-2000 
Series Bonds and the Ark-Mo Bonds would be 
delivered and surrendered for cancellation. The 
Bond Exchange Agreement would provide that no 
such exchange of securities would be effected 
unless all holders of the Ark-Mo Bonds agree to the 
exchange. 


Upon consummation of the Plan, AP&L will continue 
to provide electric service to Ark-Mo’s customers 
and will be the sole holder of the Associated 
Common Stock and the Associated Note. As the 
parent company of Associated, AP&L will continue 
efforts to effect the disposition of the natural gas 
business conducted by Associated, either through a 
sale of its assets or of the Associated Common Stock, 
pursuant to the Commission’s May 5, 1971 order 
(Holding Company Act Rel. No. 17116). 


A statement of the fees, commissions and expenses 
to be incurred in connection with the proposed 
transaction will be filed by amendment. It is stated 
that the proposed transaction is subject to the 
jurisdiction of the Arkansas Public Service 
Commission, the Missouri Public Service 
Commission and the Tennessee Public Service 
Commission. It is further stated that no other state or 
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federal regulatory authority, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 29, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21822/December 5, 1980 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


(70-6476) 


ORDER AUTHORIZING PROPOSAL TO ENTER INTO 
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PARTNERSHIP AGREEMENTS RELATING TO 
CONSTRUCTION AND OWNERSHIP OF NATURAL 
GAS PIPELINE AND TO ISSUE AND SELL NOTES IN 
SUPPORT THEREOF 


The Columbia Gas System, Inc. (“Columbia”), a 
registered holding company, and Columbia Gulf 
Transmission Company (“Columbia Gulf’), a wholly- 
owned natural gas transmission subsidiary of 
Columbia, have filed with this Commission an 
application-declaration and an amendment thereto 
pursuant to Sections 6(b), 9 and 10 of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rule 51 promulgated thereunder concerning the 
following proposed transactions. 


Columbia Gulf and four other unaffiliated natural gas 
transmission companies have entered into 
partnership agreements which relate to 
construction and ownership of a new 800 mile 
natural gas pipeline system, to be known as the 
Trailblazer system, through which new supplies of 
natural gas being developed in Wyoming, Utah, 
Idaho, Nebraska and Colorado will be transported, 
directly and by displacement, to the mid-western 
and eastern markets owned by the partners. The 
partners are Colorado Interstate Gas Company 
(“Colorado”), Columbia Gulf, Mountain Fuel 
Resources, Inc. (“Resources”), Natural Gas Pipeline 
Company of America (“Natural”), and Northern 
Natural Gas Company (“Northern”), hereafter 
referred to as the Companies. 


The Trailblazer system, which is estimated to cost 
$533 million, will be comprised of three segments. 
The western segment, referred to as the Overthrust 
Pipeline and named for the “Overthrust” discovery 
areas, will be approximately 88 miles long and will 
cost an estimated $57 million. It will be jointly owned 
by all five partners and will be designed, constructed 
and operated by Resources. Construction will be 
initially financed out of $17.1 million in partnership 
equity contributions (Columbia Gulf contribution 
will be approximately $3.4 million) and the 
remaining $39.9 million with bank loans. The short- 
term bank loans will be repaid with proceeds from 
the subsequent issuance of long-term debt 
securities. The debt securities issued will be an 
obligation of the partnership, not of Columbia Gulf or 
any of the partners. Initial capacity of this pipeline 
will be approximately 400 million cubic feet per day. 


The middie segment, Colcrado Interstate Pipeline, 
will extend approximately 264 miles from near Rock 
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Springs, Wyoming to a point south of Cheyenne, 
Wyoming, near Rockport, Colorado and will cost an 
estimated $195 million. This segment will be owned, 
built, financed and operated by Colorado and will 
have an initial capacity when completed of 665 
million cubic feet of gas per day. 


The eastern segment, known as the Trailblazer 
Pipeline, will be jointly owned by Natural, Columbia 
Gulf and Northern, and will transport gas supplies 
eastward for those partners. Total cost of this 
segment, which will consist of 445 miles of 36 inch 
diameter pipeline, is estimated at approximately 
$281 million. Natural, or its affiliate, will design, 
construct, and operate this segment, which will have 
an initial operating capacity of 525 million cubic feet 
of gas per day. Construction will be initially financed 
out of $84.3 million in equity contributions and the 
remainder with term bank loans. Columbia’s equity 
contribution to the Trailbiazer Pipeline segment will 
total approximately $28.1 million. The term bank 
loans for the Trailblazer Pipeline facilities will be 
repaid, at prevailing rates, with proceeds from a 
subsequent permanent financing program 
consisting of some combination of debt securities. 
The precise combination and provisions of the 
securities to be issued will depend upon market 
conditions at the time such securities are sold. The 
debt securities issued will be an obligation of the 
partnership, not of Columbia Gulf, Natural or 
Northern. 


Columbia Gulf proposes to participate in the 
construction and ownership of the Overthrust and 
Trailblazer Pipeline segments of the Trailblazer 
system through its membership in the Overthrust 
Pipeline Company General Partnership Agreement 
(“Overthrust Pipeline Company”) and the Trailblazer 
Pipeline Company General Partnership Agreement 
(“Trailblazer Pipeline Company”), each of which is 
dated September 20, 1979, and amended and 
restated as of February 21, 1980. The central 
segment of the Trailblazer system, to be 
constructed, financed, owned and operated by 
Colorado alone, did not require any partnership 
agreement covering all three pipeline segments, 
which together form the Trailblazer system. 
However, an agreement covering all three pipeline 
segments was also entered into on September 20, 
1979, and amended and restated as of February 21, 
1980. It coordinates their activities and is called the 
Pipeline Project Agreement for the Trailblazer 
System. The parties are Colorado, Columbia Gulf, 
Columbia Gas Transmissin Corporation, Resources, 


SEC DOCKET /857 





Mountain Fuel Supply Company, Natural, Northern, 
Overthrust Pipeline Company and Trailblazer 
Pipeline Company. 


The Overthrust and Trailblazer Pipeline Company 
Agreements provide, in each case, that the 
partnerships shall be managed by management 
committees consisting of a representative selected 
by each partner and that no partner may incur any 
obligation on behalf of the management 
committees. In the event that a partner defaults with 
respect to its obligation to make a capital 
contribution, the agreements provide that the non- 
defaulting partners may contribute or lend funds to 
the partnership in equal amounts which total the 
amount of the default, and after 60 days, may 
require the defaulting partner to assign its interest in 
the partnership to a third party. All distributive 
shares of income, profit, loss, deduction or credit are 
allocable to the partners in accordance with each 
partner's capital participation which, in the case of 
the Overthrust Pipeline Company, is one-fifth, and, 
in the case of the Trailblazer Pipeline Company, one- 
third. Except with the unanimous consent of the 
management committee, a partner may not transfer 
any interest in either partnership, and no partner 
may withdraw from either partnership, except that 
the management committees may request 
Columbia Gulf to withdraw in the event that this 
Commission does not approve any capital 
contribution to the partnerships for which Columbia 
Gulf is obligated by the partnership agreements. 


Columbia Gulf proposes to finance its participation 
in the Overthrust and Trailblazer Pipeline segments 
of the Trailblazer system through the issuance and 
sale to Columbia of up to $33 million of either 20 year 
installment promissory notes and/or 7 year floating 
rate term notes. The instaliment notes are to be 
unsecured and dated the date of their issue. The 
principal amounts will be due in twenty (20) equal 
annual installments on September 30 of each of the 
years 1982 to 2001, inclusive. Interest on the notes 
would accrue from the date of their semi-annually in 
accordance with the provisions of said notes. The 
interest rate would be the effective cost of money to 
Columbia with respect to its last sale of debentures 
prior to the issuance of said notes, decreased by an 
amount necessary in order that the interest rate bea 
multiple of 1/10th of 1%. 


Columbia sold $100,000,000 principal amount of 


debentures on August 13, 1980 (HCAR No. 21671), 
at an effective cost of money of 12.9%. Subject to 
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market conditions, Columbia anticipates selling- 
additional long-term securities during the project’s 
construction period. Therefore, installment notes 
issued prior to such additional sale of debentures 
would bear an interest rate of 12.9% and installment 
notes issued subsequent to any of Columbia’s future 
debenture issues would carry an interest rate related 
to the last such sale prior to the issuance of said 
notes. Should Columbia issue any notes under the 
Revolving Credit and Term Loan Agreement, dated 
as of April 1, 1980, (“Agreement”) among Columbia 
and certain banks named therein, then Floating Rate 
Term Notes (“Floating Rate Notes”) due March 31, 
1987 would be issued by Columbia Gulf in lieu of 
installment notes. Such would be dated the date of 
their issue and would bear interest at Columbia’s 
effective cost of money of any borrowings under the 
Agreement. Any such Floating Rate Notes issued 
would be refinanced upon maturity. 


The fees and expenses to be incurred in connection 
with the proposed transactions are $23,500. It is 
stated that no state commission and no federal 
commission, other than this Commission, Has 
jurisdiction over the proposed transactions. The 
participants in the Trailblazer system have applied 
to the Federal Energy Regulatory Commission 
(“FERC”) for a certificate of public convenience and 
necessity to build and operate the pipeline (FERC 
Docket No. CP 79-80). 


Due notice of the filing of said application- 
declaration, as amended, has been given in the 
manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 21771) and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act andthe rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be and hereby 
is granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21823/December 5, 1980 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 
COLUMBIA GAS DEVELOPMENT CORPORATION 
20 Montchanin Road 

Wilmington, Delaware 19807 


COLUMBIA GAS TRANSMISSION CORPORATION 
1700 MacCorkle Avenue, S. E. 
Charleston, West Virginia 25314 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 

99 North Front Street 

Columbus, Ohio 43215 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 

COLUMBIA COAL GASIFICATION CORPORATION 
340 17th Street 

Ashland, Kentucky 41101 


COLUMBIA GULF TRANSMISSION COMPANY 
3805 West Alabama Avenue 
Houston, Texas 77027 


(70-6520) 


NOTICE OF PROPOSED OPEN ACCOUNT 
ADVANCES TO SUBSIDIARY COMPANIES BY 
HOLDING COMPANY IN CONNECTION WITH 
INTRASYSTEM PREPAYMENT OF PROMISSORY 
NOTES AND RELATED TRANSACTIONS 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (“Columbia”), a registered holding 
company, and its wholly-owned subsidiary 
companies listed above, have filed an application- 
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declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(a), 6(b), 7, 9(a), 10, and 
12(b) of the Act and Rule 45 promulgated 
thereunder as applicable to the proposed 
transactions. All interested persons are referred to 
the application-declaration, which is summarized 
below, for a complete statement of the proposed 
transactions. 


It is stated that during the winter heating season, 
Columbia’s distribution subsidiary companies 
generate substantial amounts of cash in excess of 
current requirements. During the same period, 
however, the transmission subsidiary companies 
generate lesser amounts of cash and have generally 
larger capital expenditures, requiring Columbia to 
advance funds to such subsidiary companies. In 
recent years, the Commission has authorized open 
account advances by Columbia to subsidiary 
companies and certain related transactions which 
are designed to alleviate this situation. The present 
filing requests authorization to continue such 
transactions during the calendar year 1981. 


It is proposed that the subsidiary companies listed 
below will prepay from time to time prior to the end of 
1981 with excess cash in aggregate amounts not to 
exceed the amounts set forth below, a portion of their 
outstanding installment promissory notes, or for 
Development Canada, demand promissory notes, 
(“Notes”) held by Columbia. The following amounts 
represent the estimated aggregate maximum 
excess funds that such companies are expected to 
accumulate at any one time during the year 1981. 


Columbia Gas System Service Corp. 
Columbia Gas Transmission Corp. 
Columbia Gas of Pennsylvania, Inc. 
Columbia Gas of New York, Inc. 
Columbia Gas of Maryland, Inc. 
Columbia Gas of Kentucky, Inc. 
Columbia Gas of Virginia, Inc. 
Columbia Gas West of Virginia, Inc. 
Columbia Gas of Ohio, Inc. 
Columbia Gulf Transmission Co. 
Columbia Hydrocarbon Co. 
The Inland Gas Company, Inc. 
Columbia LNG Corp. 
Columbia Gas Development Corp. 
Columbia Coal Gasification Corp. 
Columbia Gas Development 

of Canada Ltd. 


$9,000,000 
270,000,000 
55,000,000 
7,500,000 
4,000,000 
12,000,000 
6,500,000 
20,000,000 
125,000,000 
75,000,000 
5,000,000 
4,825,000 
126,000,000 
50,000,000 
5,500,000 


15,000,000 
$790,325,000 
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In accordance with the Commission's authorization 
concerning the accounting treatment (HCAR No. 
19054 (June 19, 1975)), Development Canada’s 
demand promissory notes were issued to track the 
allocation to Development Canada of tax benefits 
generated from its net tax losses for years 1973 
through 1980. It is stated that Development Canada 
should be paid a resonable rate of interest for the 
period of time the temporary excess funds are being 
used by Columbia. Therefore, it is proposed that the 
funds so prepaid will accrue interest credits for 
Development Canada at a rate equal to the 
fluctuating prime commercial lending rate in effect 
from time to time at the agent bank for Columbia's 
short-term line of credit. As funds are thereafter 
required for construction and other corporate 
purposes, funds will be drawn down by 
Development Canada in such aggregate amounts 
not to exceed the amount of demand promissory 
notes previously prepaid. All such funds will be 
taken down by December 31, 1981. The demand 
promissory notes will be repaid on a permanent 
basis as Development Canada incurs tax liabilities 
through its sale of properties and/or turnaround of 
timing differences resulting from prior exploration 
and development deductions. It is presently 
anticipated that tax payments in the amount of $9 
million will be made by Development Canada in 
1981 resulting in a concurrent deduction in the 
demand promissory notes. 


The Notes (“Indebtedness”) prepaid by the 
individual companies will be those bearing the 
highest interest rate outstanding at the tirne of each 
prepayment. Interest on such Indebtedness will 
cease upon prepayment and recommence upon 
reinstatement. As such funds are thereafter 
required for construction and other corporate 
purposes, it is proposed that advances be made on 
open account to such subsidiary by Columbia in 
such aggregate amounts not to exceed the amount 
of Indebtedness previously prepaid, less any current 
maturities applicable to Notes which have matured 
subsequent to the date of prepayment. 


The open account loans will bear interest at the 
same rate or rates as borne by the equivalent 
principal amounts of Indebtedness previously 
prepaid by such subsidiary during 1980 but in 
reverse order to that of prepayment; i.e., working up 
from the lowest rate payable on the Indebtedness 
previously prepaid to the highest rate. It is intended 
that advances on open account to an individual 
subsidiary as proposed therein be increased or 
decreased from time to time in accordance with 
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variations in the cash flow of the individual 
subsidiary; however, at no time will the advances 
outstanding under authority herein requested be in 
excess of the indebtedness prepaid therefore. Either 
at such time as the advances equal the aggregate 
amount of the Indebtedness prepaid or in any event 
not later than December 31, 1981, the Indebtedness 
that was prepaid will be reinstated and accepted by 
Columbia in repayment of the outstanding open 
account loans. 


Financing of construction or gas storage programs of 
any operating subsidiary company pursuant to 
Commission authorization will not be consummated 
until such time as advances have been made in 
amounts equal to the amount of Indebtedness. 
prepaid. Any subsidiary company which during 
1981 has borrowed on open account from Columbia 
an amount smaller than the amount of Indebtedness 
theretofore prepaid by it, will, on December 31, 
1981, reinstate its Indebtedness to Columbia in an 
amount sufficient to discharge its open account 
borrowings, and the balance of its prepaid 
Indebtedness will be considered to have been 
permanently prepaid. Such permanent prepayment 
would be applied against Indebtedness bearing the 
highest interest rates and would be consummated 
only with respect to Indebtedness bearing interest at 
a rate equal to or in excess of the rate applicable to 
borrowings by subsidiary companies from Columbia 
as of December 31, 1981. In the event that a 
permanent prepayment by any subsidiary company 
would be indicated with respect to Notes bearing an 
interest rate less than the rate applicable to debt 
purchased by Columbia from subsidiary companies 
at December 31, 1981, such Notes will be reinstated 
by the subsidiary company at or before the end of 
1981. 


It is stated that the proposed transactions are 
designed to achieve the following: (1) flexibility to 
prepay inventory loans with commercial banks and 
other short-term borrowings at the earliest possible 
date, (2) deferment of outside financing until 
aggregate system funds approach a minimum 
balance, (3) facilitating the internal financing of 
emergency requirements, and (4) allowing 
subsidiaries, during any period in which they have 
excess cash, to decrease their own net corporate 
interest expense. 


Expenses to be incurred by Columbia and its 
subsidiary companies in connection with the 
proposed transactions are estimated at $3,750. 
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It is stated that the Public Service Commission of 
West Virginia has authorized the prepayment and 
reissuance of prepaid Notes by Columbia Gas of 
West Virginia, Inc., that the Public Service 
Commission of New York has authorized the 
reissuance of prepaid Notes by Columbia Gas of New 
York, Inc., that the Public Service Commission of 
Kentucky has authorized the reissuance of prepaid 
Notes by Columbia Gas of Kentucky, Inc., and that 
the State Corporation Commission of Virginia has 
authorized the reissuance of prepaid Notes by 
Columbia Gas of Virginia, Inc. It is represented that 
no other state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. The applicants-declarants have 
requested that authorization be granted to file 
certificates under Rule 24 with respect to the 
proposed transactions on a quarterly basis. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not latter than December 29, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration which he desires to 
controvert; or he may request that he be notified 
should the Commission order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21824/December 5, 1980 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-6498) 


ORDER AUTHORIZING PROPOSAL TO ISSUE AND 
SELL FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Arkansas Power & Light Company (“Arkansas”), an 
electric utility subsidiary company of Middle South 
Utilities, Inc., a registered holding company, has 
filed with this Commission an application pursuant 
to Section 6(b) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rule 50 promulgated 
thereunder concerning the following proposed 
transaction. 


Arkansas proposes to isssue and sell at competitive 
bidding up to $70,000,000 in principai amount of its 
first mortgage bonds (“Bonds”) of a series having a 
term of not less than five nor more than thirty years. 
Arkansas will determine, and give notice to bidders 
of, the principal amount of the Bonds, if less than 
$70,000,000 and of the maturity date of the Bonds 
on a business day and not later than 24 hours prior to 
the time fixed for the presentation of the bids. The 
interest rate of the Bonds, (which will be a multiple of 
¥g of 1%) and the price, exclusive of accrued interest, 
to be paid to Arkansas for the Bonds (which will not 
be less than 100% nor more than 102%% of the 
principal amount thereof) will be determined by 
competitive bidding. 


The Bonds are to be issued as a new series of 
Arkansas’ First Mortgage Bonds under its Mortgage 
and Deed of Trust, dated as of October 1, 1944, to 
Guaranty Trust Company of New York (currently 
known as Morgan Guaranty Trust Company of New 
York) and Henry A. Theis (John W. Flaherty, 
successor), as Trustees, as heretofore 
supplemented and as proposed to be further 
supplemented by a Thirty-second Supplemental 
Indenture (“Supplemental Indenture’) thereto. The 
Supplemental Indenture will include a prohibition, 
for a period of not more than five years, against 
refunding the Bonds, directly or indirectly, with the 
proceeds of funds borrowed at a lower effective 
interest cost. 
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Arkansas proposes to use the net proceeds derived 
from the issuance and sale of the Bonds for the 
payment of a portion of the short-term indebtedness 
incurred or estimated to be incurred for financing 
Arkansas’ construction program. Arkansas’ 1980 
construction program is expected to result in 
expenditures of approximately $228,800,000. 


The fees and expenses to be incurred in connection 


with the proposed transaction are estimated to be- 


$190,000. Legal fees of counsel for the successful 
bidders are estimated at $20,000. The Arkansas 
Public Service Commission and the Tennessee 
Public Service Commission have authorized the 
proposed transaction. No other state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21773), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate and in the public interest 
and in the interest of investors and consumers that 
said application be granted: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application be, and it hereby is, granted forthwith, 
subject to the terms and conditions prescribed in 
Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21825/December 5, 1980 


In the Matter of 


CENTRAL POWER & LIGHT COMPANY 
Corpus Christi, Texas 


(70-6512) 
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ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Central Power & Light Company (“CP&L”), an 
electric utility subsidiary company of Central and 
South West Corporation, a registered holding 
company, has filed a declaration and amendments 
thereto with this Commission pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company Act 
of 1935 (“Act”) and Rule 50 promulgated 
thereunder regarding the following proposed 
transaction. 


CP&L proposes to issue and sell at competitive 
bidding up to $100,000,000 principal amount of its 
first mortgage bonds having a maturity date of 
December 1, 1990. The interest rate of the bonds and 
the price to be paid to CP&L (which will not be less 
than 99% nor more than 102.75% of the principal 
amount thereof) will be determined by competitive 
bidding. The bonds will have refunding protection 
until December 1, 1985. The bonds will be issued 
under and secured by CP&L’s Indenture, dated 
November 1, 1943, between it and The First National 
Bank of Chicago, Trustee, as previously amended 
and as to be further amended by a Supplemental 
Indenture to be dated December 1, 1980. 


The net proceeds from the issuance and sale of the 
bonds will be used to repay short-term borrowings 
which were incurred or expected to be incurred to 
finance construction expenditures and to finance 
future construction expenditures. Approximately 
$75,000,000 of short-term borrowings are expected 
to be outstanding as of December 23, 1980, the 
planned date of issuance of the bonds. No funds 
generated from the bonds nor any of the borrowings 
retired thereby have been or will be utilized to pay 
the cost of facilities which would not be needed to 
provide service to customers of CP&L if it were not 
part of the Central and South West System. No 
expenditures will be made by the company for the 
construction or acquisition of any facility not so 
needed prior to the time all funds covered by the 
declaration have been expended. For the purposes 
of the foregoing representation, it is assumed that 
none of the facilities, construction or acquisition of 
which would be a part of any proposal forming the 
subject of the proceedings in Central and South West 
Corporation, et al. (Admin. Proc. File No. 3-4951), 
would be needed to provide service to customers of 
CPA&L if it were not part of the Central and South West 
System. 
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CP&L’s estimated construction and fuel exploration 
and development expenditures for the years 1980 
through 1982 are estimated at $236,000,000, 
$212,000,000, and $246,000,000, respectively. 
Approximately $201,000,000 of the 1980 estimated 
total had been expended as of October 31, 1980. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction overthe 
proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21758), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest:of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rules 24 and 
50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21826/December 5, 1980 


In the Matter of 

PUBLIC SERVICE COMPANY OF OKLAHOMA 
ASH CREEK MINING COMPANY 

P.O. Box 201 

Tulsa, Oklahoma 74102 

(70-5868) 


PROPOSAL TO EXTEND AND INCREASE SHORT- 
TERM LOANS TO MINING SUBSIDIARY 
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Public Service Company of Oklahoma (“PSO”), an 
electric utility subsidiary of Central and South West 
Corporation, a registered holding company, and Ash 
Creek Mining Company (“Ash Creek”), a mining 
subsidiary of PSO, have filed with this Commission a 
post-effective amendment to their application- 
declaration previously filed and amended pursuant 
to Sections 6, 7, 9(a), 10 and 12 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 43 
and 45 promulgated thereunder concerning the 
following proposed transaction. 


By order dated November 30, 1976 (HCAR No. 
19777), PSO was authorized to organize and acquire 
all of the authorized common stock of Ask Creek, 
and to transfer to Ash Creek all of its existing coal 
interests in exchange for Ash Creek’s common stock 
in an aggregate par value equal to PSO’s capital costs 
relating to the coal interests. PSO transferred to Ash 
Creek properties having a cost basis of $3,839,040 
in return for 383,904 shares of Ash Creek’s common 
stock, par value $10 per share. Additional properties 
have not yet been transferred and remain in PSO 
ownership. PSO was also authorized to make short- 
term loans to Ash Creek, through December 31, 
1977, in the form of either open account advances or 
evidenced by notes, in an aggregate amount not to 


exceed $12,500,000 at any one time outstanding, to 


finance Ash Creek’s fuel programs. That 
authorization has subsequently been extended 
pursuant to supplemental orders (HCAR Nos. 
20329, 20414, 20476, 20505, 20568, 20646, 
20710, 20754, 20863, 20926, 20975, 21049, 
21364, 21486, 21556, 21640 and 21724). In the 
latest such supplemental order dated September 
23, 1980 (HCAR No. 21724), PSO was authorized to 
continue its financing of Ash Creek through 
December 31, 1980, in the maximum principal 
amount of $1,425,000 outstanding at any one time. 


By post-effective amendment applicants-declarants 
request an extension of PSO’s authorization to finance 
Ash Creek through December 31, 1981, in the 
maximum principal amount of $1,975,000 
outstanding at any one time. Said amount includes 
approximately $1,425,000 outstanding of such 
loans expected to be outstanding at December 31, 
1980, and $550,000 to cover budgeted 
expenditures through December 31, 1981. 


The reason for such loans is continued and 
indefinite suspension of mining operations at Ash 
Creek, pending the securing of permission from the 
Wyoming Department of Environmental Quality for 
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coal trucks to use the state highway serving Ash 
Creek’s proposed coal outloading facility for PSO 
mine No. 1 near Sheridan, Wyoming, and the 
availability of federal coal leasing on PSO’s States 
Ranch property. Accordingly, Ash Creek has not 
budgeted expenditures for further coal exploration 
and mine development activities or for construction 
of a coal outloading facility. Expenditures are 
needed, however, for maintenance and 
administrative costs required to maintain the 
interests of Ash Creek and PSO. 


It is stated that PSO and Ash Creek do not 
contemplate further development of the coal 
interests described in this filing, and that they 
continue to hold and maintain them until they can 
negotiate a satisfactory sale of the interests to a non- 
affiliate. Such sale is contemplated irrespective of 
any actions taken by the Wyoming Department of 
Environmental Quality with respect to the coal 
outloading facility and irrespective of any possible 
future availability of a federal coal leasing program 
on PSO’s States Ranch property. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $400 
in legal fees. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 30, 1980 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
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or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21827/December 5, 1980 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
2700 One Main Place 
Dallas, Texas 75250 


CENTRAL POWER AND LIGHT COMPANY 
P. O. Box 2121 
Corpus Christi, Texas 78403 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P. O. Box 21106 
Shreveport, Louisiana 71156 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
P. O. Box 201 
Tulsa, Oklahoma 74102 


WEST TEXAS UTILITIES COMPANY 
P. O. Box 841 
Abilene, Texas 79604 


CENTRAL AND SOUTH WEST SERVICES, INC. 
2700 One Main Place 
Dallas, Texas 75250 


(70-6515) 


NOTICE OF PROPOSED EXTENSION OF SYSTEM 
MONEY POOL ARRANGEMENT, PROPOSED 
ESTABLISHMENT OF NEW SHORT-TERM 
BORROWING LIMITATIONS AND REQUEST FOR 
EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Central and South 
West Corporation (“CSW”), a registered holding 
company, and five of its subsidiary companies, 
Central Power and Light Company (“CPL”), 
Southwestern Electric Power Company (“SWEPCO”), 
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West Texas Utilities Company (“WTU”), Public 
Service Company of Oklahoma (“PSO”) and Central 
and South West Services, Inc., (“CSWS”) have filed 
an application-declaration and an amendment 
thereto with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6, 7, 9(a), 10, 12(b) 
and 12(f) thereof and Rules 43 and 45 promulgated 
thereunder as applicable to the proposed 
transactions. All interested persons are referred to 
the application-declaration, as amended, which is 
summarized below, for a complete statement of the 
proposed transactions. 


By orders dated June 30, 1978 (HCAR No. 20608) 
through October 22, 1980 (HCAR No. 21757), CSW 
and its subsidiaries (collectively the “System’”) were 
authorized to incur short-term borrowings through 
December 31, 1981, in a maximum aggregate 
amount outstanding of $250,000,000. Each 
company was authorized to borrow up to the 
maximum amounts indicated below provided that 
the aggregate principal amount outstanding of such 
borrowings for the System did not exceed 
$250,000,000: 


$100,000,000 
180,000,000 
75,000,000 
15,000,000 
4,000,000 


Applicants are seeking authorization to make short- 
term borrowings in an aggregate principal amount 
outstanding not to exceed $300,000,000 through 
June 30, 1982. In no case will borrowings exceed 
10% (or, in the case of PSO and WTU, 20%) of the 
aggregate amount of the borrower's secured debt, 
Capital stock and premiums thereon and surplus 
(consolidated, in the case of CSW and PSO) at the 
time of borrowing. Each company may borrow 
individually up to the maximum amounts indicated 
below provided that the total aggregate principal 
amounts outstanding of such borrowings for the 
system do not exceed the limit stated above: 


$300,000,000 
110,000,000 
200,000,000 
80,000,000 
35,000,000 
10,000,000 


The borrowings would be effected either through the 
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CSW system money pool, the sale of commercial 
paper notes to dealers and/or bank borrowings in 
the event such borrowings would produce a lower 
cost of money than the issue of commercial paper 
and to the extent that excess funds through the 
System mney pool were inadequate to fulfill the 
subsidiaries requests for short-term loans. The 
aggregate borrowings from any one or combination 
of these sources would not exceed the limits stated 
above. At August 31, 1980, the subsidiaries had the 
following amounts of short-term borrowings 
outstanding, all in the form of open account 
advances from CSW: 


$36,000,000 
12,900,000 
24,000,000 


5,700,000 


Proceeds of any short-term borrowings (other than 
borrowings by CSWS), would be used (1) by CPL, PSO 
(consolidated), SWEPCO and WTU for the interim 
financing of their capital programs during the period 
and to provide for other temporary working capital 
needs; (2) by CSW to loan or contribute as capitals to 
the subsidiaries for such purposes, and (3) to repay 
borrowings previously incurred for such purposes. 
Proceeds of borrowings by CSWS will be used to 
provide working capital for CSWS’s operations or to 
repay borrowings used for such purpose. The 
estimated capital programs for 1981 and 1982 
respectively for the operating companies are as 
follows: CSW (consolidated) $638,000,000 and 
$860,000,000; CPL, $198,000,000 and 
$278,000,000; PSO, $185,000,000 and 
$254,000,000; SWEPCO, $204,000,000 and 
$281,000,000; and WTU, $50,000,000 and 
$47,000,000. None of the proceeds from such 
borrowings will be utilized to pay the costs of 
facilities (“interconnection facilities”) which would 
be unnecessary for the operating companies to 
provide customer service if such operating company 
was not part of the CSW System. Nor will operating 
companies make expenditures for the construction 
or acquisition of any such facility before all funds 
authorized under the instant application-declaration 
have been expended. Such interconnection facilities 
include all facilities, construction or acquisition of 
which is or would be part of any proposal for 
synchronous interstate operation of the CSW System 
forming the subject of the proceeding in Central and 
South West Corporation, et al. (Admin. Proc. File No. 
3-4951) which would not also be required for the 
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continuation of dis-synchronous interstate/intra- 
state operation in the mode presently prevailing in 
the CWS System. 


Short-term money operations for the CSW System 
are coordinated through the use of a money pool 
which consists of surplus funds of the operating 
subsidiaries, surplus funds of CSW, external 
borrowings by CSW from banks and from its sale of 
commercial paper. Loans are made to the 
subsidiaries from these funds in the order stated. For 
example, surplus funds of the operating companies 
must be exhausted before surplus funds in the 
treasury of CSW are used. Each borrowing subsidiary 
will borrow pro rata from each lending subsidiary 
and CSW (when CSW is lending) pro rate in the 
proportion which the total amount being loaned by 
that lending subsidiary (or CSW) through the money 
pool bears to the total amount being loaned through 
the money pool. No loan will be made by CSW or a 
subsidiary if the borrowing subsidiary could borrow 
more cheaply directly from banks or through the sale 
of its own commercial paper, subject to further 
authorization by Commission. The determination of 
whether a subsidiary or CSW has at any time surplus 
funds to lend will be made by its respective treasurer 
or chief financial officer on the basis of cash flow 
projections. No subsidiary may make a loan to CSW. 


Loans to the subsidiaries through the money pool 
may be made pursuant to open account advances. 
However, any lender may require the issuance of a 
promissory note evidencing the transaction. Notes 
evidencing loans from CSW must mature within one 
year of issuance and be prepayable in whole or part 
at any time without premium or penalty. Notes for 
loans from subsidiaries, would mature no later than 
the earlier of the date the borrower could be 
expected to obtain funds to pay the note or the date 
the lender needs the excess funds for its own use. Ifa 
note matures because the lender needs the funds, 
either another subsidiary with excess funds will take 
the note through the money pool or CSW would make 
the loan from available corporate funds or external 
borrowings. 


The daily interest rate on outstanding money pool 
loans from internal sources will be based on the 
weighted average daily cost to CSW for external 


borrowings, or if no such borrowings are 
outstanding, the daily rate published in The Wall 
Street Journal for General Motors Acceptance 
Corporation commercial paper of comparable term. 
The interest rate applicable to loans made from 
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external funds borrowed by CSW would be equal to 
CSW’s net costs for such borrowings. 


In recent years CSW has customarily satisfied its 
short-term borrowing needs and those of its 
subsidiaries by the sale of commercial paper to 
commercial paper dealers. It is now seeking further 
authorization to issue Commercial paper from time to 
time through June 30, 1982. The commercial paper 
would have varying maturities not to exceed nine 
months from the date of issuance, and would be in 
varying denominations of not less than 
$25,000,000. The commercial paper notes would be 
issued and sold by CSW directly to commercial 
paper dealers at a rate not to exceed the rate per 
annum prevailing at the time of issuance for 
commercial paper of comparable quality and 
maturity sold by issuers to commercial paper 
dealers. The interest cost would not exceed the 
effective cost of money for unsecured prime 
commercial bank loans prevailing on the date of 
issue of such commercial paper. The purchasing 
dealer would reoffer such notes at a rate of 1/1 0th of 
1% per annum or less than the rate to the issuer. The 
dealer would reoffer the notes to no more than 200 
designated customers on a list prepared in advance 
and provided to this Commission. The customer list 
will include commercial banks, insurance 
companies, corporate pension funds, investment 
funds, foundations, colleges and _ universities, 
municipal and state benefit funds, eleemosynary 
institutions, finance companies and nonfinancial 
corporations investing surplus funds. It is expected 
that the commercial paper notes will be held by the 
customers to maturity, but should they wish to resell 
prior to maturity, the dealer, pursuant to an oral 
repurchase agreement, will repurchase such notes 
and reoffer them to others on said list. CSW’s 
commercial paper would not be prepayable prior to 
maturity and could not be extended, although 
certain of the commercial paper could be paid at 
maturity by application of proceeds from the 
issuance and sale by CSW of other commercial 
paper or bank notes issued prior to or contem- 
poraneously with such maturity. At final maturity, 
the commercial paper borrowings would be repaid 
by CSW from the payment of loans made to the 
subsidiaries and from other internal sources, or from 
other short-term borrowings, if authorized by the 
Commission. CSW also requests authorization to sell 
commercial paper directly to certain approved 
financial institutions on terms identical to the 
dealer-placed notes. Such direct sales would be 
made only to institutions on a list furnished to the 
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Commission and would be undertaken only if the 
resulting cost of money was equal to or less than that 
available from dealer-placed commercial paper or 
bank borrowings. 


CSW believes that the use of commercial paper 
would in most periods result in interest costs lower 
than those that would result from borrowings from 
commercial banks. Should borrowings from banks 
produce a lower cost of money than the issue of 
commercial paper notes, and to the extent that 
CSW’s corporate funds and subsidiary loans of 
excess funds through the money pool are 
inadequate to fulfill the subsidiaries’ requests for 
short-term loans, CSW or the subsidiaries would 
borrow from banks from time to time. CSW and the 
subsidiaries also seek authorization to borrow from 
banks when the cost of such borrowing is greater 
than the cost of equivalent borrowings through the 
money pool or through commercial paper sales by 
CSW, if bank borrowings are necessary to maintain 
lines of credit with lending banks. Any such 
borrowings would not exceed $5,000,000 for CSW or 
any subsidiary and $10,000,000 collectively for the 
CSW System. 


Bank borrowings would be evidenced by promissory 
notes issued to banks. These notes would be dated 
as of the date of the borrowing, mature within 12 
months, bear interest from issuance to maturity at 
the prime interest rate or a multiple thereof and be 
prepayable, in whole or part, without penalty or 
premium. The cost of borrowing would be at prime, 
with the exception of First National Bank at Dallas, 
Security Pacific National Bank and Chemical Bank 
which would be at 103%, 104% and 107% of prime, 
respectively. 


Compensation arrangements under the bank lines 
of credit are ona balance or fee basis. The maximum 
compensating balance is 10% of the line of credit 
resulting in an effective interest cost of 20.55% 
based on a prime commercial credit rate of 18.5%. 
The most onerous commitment fee arrangement 
provides for borrowing at 107% of the prime rate with 
a commitment fee of 7% of the prime rate onthe line 
which would result in a maximum effective interest 
cost of 21.09% based on a prime commercial credit 
rate of 18.5%. 


The cost of compensating balances and fees paid to 
banks to maintain credit lines will be initially 
allocated to the subsidiaries on the basis of 10% to 
WTU and 30% each to CPL, PSO and SWEPCO. Such 
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costs are retroactively reallocated at the end of each 
calendar year on the basis of relative maximum 
outstanding short-term borrowings of each company 
(including CSW when it borrows for its own corporate 
needs). This provides for a reallocation to each 
company of that proportion of the total line of credit 
costs equal to the percentage that its maximum 
short-term borrowings during the year represent of 
the aggregate maximum short-term borrowings of all 
companies on a non-coincidental basis. 


In addition, CSW requests authorization to continue 
arrangements for borrowings of up to $10,000,000, 
$5,000,000, $10,000,000, and $10,000,000 from 
funds managed by the trust departments of 
Mercantile National Bank at Dallas, First City Bank of 
Dallas, First City National Bank of Houston, and First 
National Bank and Trust Company of Tulsa, 
Oklahoma, respectively. Trust fund borrowings 
would be evidenced by notes payable on demand 
and bearing interest at a rate equal to the highest 
annual interest rate on 30 to 179-day commercial 
paper placed by General Motors Acceptance 
Corporation as reported in The Wall Street Journal. 


CSW states that the issuance of bank notes is 
excepted from the competitive bidding 
requirements of Rule 50(b) pursuant to 
subparagraph (a)(2) thereof. An exception from the 
competitive bidding requirements of Rule 50(b) is 
requested for the issuance by CSW of commercial 
paper pursuant to subparagraph (a)(5) thereof, 
because it is impractical to obtain competitive bids 
for commercial paper and current commercial 
paper rates for prime issuers are published in daily 
financial publications. 


It is stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. It is 
further stated that the fees and expenses to be 
incurred in connecton with the proposed transaction 
are estimated to be $22,300, including rating fees of 
$20,800. 


It is requested that the reports required by Rule 24 
be provided on a quarterly basis. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 29, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration, as amended, which 
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he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above addresses, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as amended, or as it may be further 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21828/December 8, 1980 


In the Matter of 


SYSTEM FUELS, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


NEW ORLEANS PUBLIC SERVICE, INC. 
New Orleans, Louisiana 


(70-6519) 
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ORDER AUTHORIZING SHORT-TERM BANK 
BORROWINGS PURSUANT TO A LOAN 
AGREEMENT; GUARANTEE OF SUCH BORROW- 
INGS BY PARENT COMPANIES 


System Fuels, Inc. (“SFI”), a fuel procurement 
subsidiary of Arkansas Power & Light Company, 
Louisiana Power & Light Company, Mississippi 
Power & Light Company and New Orleans Public 
Service, Inc. (collectively, the ‘‘operating 
companies”), each a public utility subsidiary of 
Middle South Utilities, Inc., a registered holding 
company, has filed a declaration and an amendment 
thereto with this Commission pursuant to Sections 
6(a), 7 and 12(b) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rules 45 and 
50(a)(2) promulgated thereunder regarding the 
proposed transaction. 


By order dated August 1, 1979 (HCAR No. 21171) 
SFI was authorized to make unsecured borrowings 
through December 8, 1980 of up to $75,000,000 at 
any one time outstanding under a line of credit with 
Hibernia National Bank in New Orleans (“Hibernia”). 
As of August 31, 1980, SFI’s borrowings under this 
line of credit aggregated $3,900,000 in principal 
amount, and it is anticipated that at maturity, on 
December 8, 1980, such borrowings will aggregate 
approximately $45,000,000 in principal amount. In 
order to provide SFI funds with which to (a) repay its 
borrowings from Hibernia at maturity, (b) finance a 
portion of SFI’s fuel oil inventory, (c) finance SFl’s 
acquisition of natural gas and (d) finance other 
expenditures in connection with its fuel supply 
program, and to meet SFI’s commitment to endeavor 
to obtain funds for its corporate expenditures from 
external sources under advantageous arrangements 
in lieu of making borrowings from its parent 
companies, SFI proposes to enter into a Loan 
Agreement (“loan agreement”) with Citibank, N.A. 
(“bank”). 


Pursuant to and subject to the limitations set forth in 
the loan agreement, SFI will be entitled to borrow and 
reborrow from the bank, and the bank will commit 
itself to lend to SFI, during the period commencing 
on the effective date of the loan agreement 
(“effective date”) and terminating on December 31, 
1982 (“termination date”), up to an aggregate 
principal amount at any one time outstanding not to 
exceed $60,000,000 (“commitment”); provided that 
at no time shall the bank be obligated to make loans 
to SFI under the loan agreement in an aggregate 
principal amount at any one time outstanding in 
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excess of the borrowings base. As used in the loan 
agreement, the borrowing base is defined to mean 
an amount equal to 85 percent of the net book value 
of the assets from time to time owned by SFI 
reflected on SFl’s balance sheet under “Property, 
Plant and Equipment” exclusive of leasehold 
improvements and construction work in progress 
(“collateral”). 


The proposed borrowings will be in addition to other 
borrowing arrangements currently maintained by 
SFI for the purpose of securing funds from external 
sources to finance its fuel supply business and 
which have previously been authorized by this 
Commission. 


Borrowings by SFI from the bank pursuant to the 
loan agreement will be evidenced by a single master 
note of SFI (“note”), representing the obligation by 
SFI to pay the amount of the commitment or, if less, 
the aggregate unpaid principal amount of all loans 
made by the bank thereunder, plus accrued interest. 
The date and amount of each loan made by the bank, 
and the date and amount of each payment by SFI of 
principal of the loans under the loan agreement, will 
be recorded by the bank on a schedule annexed to 
the note. The note will be payable to the order of the 
bank, be dated the effective date, be stated to 
mature on the termination date, and bear interest on 
the unpaid principal amount thereof at a rate per 
annum equal to the rate of interest announced 
publicly by the bank in New York, New York from 
time to time as the bank’s base rate. Based on the 
commitment fee of 1/2 of 1% per annum on the 
average daily unused portion of the Commitment 
(estimated solely for purposes of the following 
computation at $24,000,000), and based upon the 
bank’s base rate of 15%% per annum in effect on 
November 10,1980, SFI estimates that its cost of 
money in respect of the proposed borrowings as of 
that date would be 15.8% per annum. 


The loan agreement will provide that SFI may at any 
time, without premium or penalty, prepay the note, 
in whole or in part, and that if at any time the unpaid 
principal amount of the note then outstanding 
exceeds the borrowing base, SFI will be required, 
without premium or penalty, to prepay an amount 
not less than the amount by which such unpaid 
principal amount of the note then exceeds the 
borrowing base. 


For the bank’s commitment under the loan 
agreement, SFI will pay to the bank a commitment 
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fee for the period from the effective date to the 
termination date or earlier termination of the 
commitment, computed atthe rate of one-half of one 
percent per annum on the average daily unused 
portion of the commitment. The loan agreement will 
also provide that SFI may, at its option, terminate 
early, or reduce, from time to time, the commitment. 


Pursuant to the terms of the loan agreement, SFI will 
covenant and agree to keep the collateral free and 
clear of all liens and encumbrances, except certain 
permitted encumbrances specified therein, and will 
further covenant and agree, but only upon receipt of 
60 days’ prior written notice from the bank, to grant 
to the bank, to the extent permitted by applicable 
laws, a first priority, perfected security interest (or 
other analogous security device) in the collateral, 
subject to prior permitted encumbrances, to secure 
the performance by SFI of its obligations to the bank 
under the loan agreement and the note. 


In addition, and as an inducement to the bank to 
enter into these financing arrangements with SFI, 
the operating companies propose to join with SFI as 
parties to the loan agreement and to covenant and 
agree with the bank, severally in accordance with 
their present respective shares of ownership of the 
common stock of SFI, that they will take any and all 
action as, from time to time, may be necessary to 
keep SFI in a sound financial condition and to place 
SFI in a position to discharge, and to cause SFI to 
discharge, its obligations to the bank pursuant tothe 
loan agreement and the note. The operating 
companies will further covenant and agree that they 
will, unless otherwise consented to in writing by the 
bank, maintain their respective shares of ownership 
of the common stock of SFI, for the period during 
which any portion of the principal amount of the note 
remains unpaid, in approximately the same 
proportions as currently held by them. 


The terms of the loan agreement will not require that 
SFI maintain compensating balances with the bank. 
It is expected, however, that, over the term of the 
loan agreement, SFI will maintain working balances 
with the bank, although fluctuations in these 
balances will not reflect or depend upon fluctuations 
in the amount of loans to SF! outstanding. 


The fees, commission and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $29,600, including legal fees of 
$25,000. It is stated that no state or federal 
regulatory authority, other than this Commission, 
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has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21786), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effected forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that the time for 
filing the certificate thereunder with respect to the 
proposed transactions is extended so as to allow 
filing on a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21829/December 8, 1980 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


(70-6521) 


NOTICE OF PROPOSAL BY REGISTERED HOLDING 
COMPANY TO MERGE WITH AN EXEMPT HOLDING 
COMPANY IN A STOCK-FOR-STOCK TRANSACTION 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (“Columbia”), a registered holding 
company, has filed an application-declaration and 
amendments thereto with this Commission 
pursuant to the Public Utility Holding Company Act 
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of 1935 (“Act”), designating Sections 6(a), 7, 12(b), 
12(f) and 12(g) of the Act and Rules 45 and 50 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the amended application-declaration, 
which is summarized below, for a complete 
statement of the proposed transaction. 


Columbia has entered into a Letter of Interest dated 
October 9, 1980 with Commonwealth Natural 
Resources Inc. (“CNR”), a Virginia corporation anda 
holding company exempt from the Act pursuant to 
Rule 2. The Letter of Intent calls for the merger of 
CNR_ into Columbia, with CNR’s_ subsidiaries 
becoming subsidiaries of Columbia. 


Columbia is engaged solely in the business of 
owning and holding all of the outstanding securities, 
with the exception of minor long-term debt and a 
minority interest in one company, of eighteen 
subsidiaries engaged in natural gas exploration, 
production, purchasing, gathering, transmission, 
storage, distribution and by-product operations; 
production of synthetic gas (“SG”); and importation 
of liquefied natural gas (“LNG”). Seven of these 
subsidiaries are engaged in natural gas distribution 
(“Columbia Distribution Companies”). Columbia 
and all of its subsidiaries will be referred to 
collectively as the Columbia System. 


CNR has seven wholly-owned subsidiary companies 
as follows: 


1. Commonwealth Gas Pipeline Corporation (“CNR 
Pipeline”), an intrastate natural gas transmission 
company which is regulated by the Virginia State 
Corporation Commission. CNR pipeline also 
produces SG from butane feedstock, liquefies 
natural gas for storage and performs certain services 
for associate companies pursuant to a management 
agreement which will be terminated following the 
merger and replaced by substitute arrangements; 


2. Commonwealth Gas Services, Inc. (“CNR 
Distribution”), formerly Commonwealth Gas 
Distribution Corporation and Portsmouth Gas 
Company, a natural gas distribution company which 
is regulated by the Virginia State Corporation 
Commission; 


3. Commonwealth Energy Company (“CNR 


Development”), a natural 
company; 


gas development 
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4. Bottled Gas Corporation of Virginia, (“Bottled 
Gas”) Virginia Gas Industries, Inc. (“Virginia 
Industries”) and Henrico Gas Service Corporation 
(“Henrico”), propane distribution companies; 


5. CNG Properties (“CNG”), the owner of three 
parcels of real estate in three counties. 


In addition, one CNR subsidiary, Bottled Gas, owns 
50% of the common stock of Atlantic Energy, Inc. 
(“Atlantic”) a company which owns aterminal forthe 
importation of propane and stores butane, used as 
an SG feedstock, for the CNR Pipeline Company. 


The merger terms require that Columbia issue to 
CNR, for distribution to CNR stockholders, 1.05 
shares of Columbia common stock for each share of 
CNR common stock outstanding at the record date 
for the CNR stockholders’ meeting at which approval 
of the merger will be sought. No fractional shares will 
be issued by Columbia. In lieu thereof, cash equal to 
the value of the fractional shares will be paid to the 
CNR stockholders. The agreement requires that 
CNR’s outstanding convertible preferred stock be 
called for redemption prior to the record date for the 
meeting of stockholders, at which approval of the 
merger will be sought. At June 30, 1980, 25,687 
shares of convertible preferred stock and 1,132,508 
shares of common stock were outstanding. If all 
convertible preferred stock is converted (at a ratio of 
1.47 shares of common stock to each share of 
preferred stock) rather than redeemed, 1,170,267 
shares of CNR common stock will be outstanding at 
the time of the merger, requiring that 1,228,780 
shares of Columbia common stock be issued. Tothe 
extent that preferred shares are not converted, the 
number of shares of Columbia common stock to be 
issued will be less. 


Prior to the merger, the consolidation of certainCNR 
subsidiaries will occur. Specifically, CNG will be 
merged into CNR Pipeline and two of the propane 
companies, Bottled Gas and Virginia Industries, will 
be consolidated into one company. The third 
propane company, Henrico, may be maintained as a 
separate subsidiary pending resolution of certain 
litigation. Therefore, as a result of the merger, 
Columbia as the surviving corporation would acquire 
100% ownership of CNR Pipeline, CNR Distribution, 
Bottled Gas, Henrico and CNR Development. The 
assets of CNR Development consist principally of an 
interest in a twenty-well drilling program in Texas. It 
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is planned that following the merger CNR 
Development will be consolidated with Columbia 
Gas Development Corporation, a Columbia 
subsidiary, either through merger or sale of assets. 


The consummation of the merger is conditioned on 
the prior occurrence of the following events: 


1. The Letter of Intent must be approved by the 
Boards of Directors of the two companies. 


2. The Merger Agreement must be negotiated and 
approved by the Boards of Directors of the 
respective companies. 


3. The Merger Agreement must be approved by CNR 
stockholders. 


4. The consolidation of CNR subsidiaries and 
redemption of preferred stock are required. 


5. The Columbia common stock to be issued must be 
registered under the Securities Act of 1933 and 
listed for trading with the New York Stock Exchange 
upon official notice of issuance. 


6. Columbia must receive the approval of the 
Commission under the Act. 


7. CNR must receive either an IRS ruling or an 
opinion of counsel as to the tax-free status of the 
exchange of Columbia common stock for the stock 
in CNR’s subsidiaries. 


8. The filings required by the Hart-Scctt-Rodino 
Antitrust Improvements Act of 1976 must have been 
made, the required waiting period elapsed and no 
action initiated by any government agency. 


The exchange ratio of 1.05 Columbia common 
shares for each CNR common share resulted from 
arm’s-length negotiations between CNR and 
Columbia. It is stated that among the factors 
considered were the recent and future earnings and 
cash flow potential of the respective companies, 
their respective assets and financial conditions and 
the book and market values of the respective 
common stocks. The following is a comparison of 
per share data for CNR common stock and Columbia 
common stock adjusted to reflect the proposed 
merger: 
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Per 
Common- Per Per Per 1.05 
wealth Columbia Combined Combined 
Share Share Share* Shares** 
(Actual) (Actual) 
Book Value at September 
30, 1980 (Fully Diluted) 
Cash Dividends Declared 
During 1979 
Net Earnings (Fully 
Diluted): 
Twelve Months Ended 
September 30, 1980 .. 
Nine Months Ended 
September 30, 1980 .. 
Market Value on Septem- 
ber 26, 1980*** 


$33.32 $34.90 $34.78 $36.52 


$1.79 $2.44 N/A $2.56 


$5.15 $4.61 $4.62 $4.85 


$3.97 $3.32 $3.33 $3.50 


$27.25 $35.875 N/A = $37.67 


*Reflects the combining of Commonwealth and Columbia on a pooling of 
interests basis. 


**] 05 times combined per share amounts, except for cash dividends and 
market value which are 1.05 times Columbia actual per share amounts. 


***Business day preceding public announcement of the proposed 
transaction. 


N/A Not applicable 


Columbia states that the addition of the CNR 
subsidiaries to the Columbia System is a logical 
extension of the Columbia service area. CNR 
Pipeline purchases most of its natural gas supply 
from Columbia Gas Transmission Corporation, 
Columbia’s wholly-owned interstate natural gas 
transmission subsidiary. A large part of the gas so 
purchased is eventually sold to CNR Distribution for 
sale to approximately 47,500 direct retail customers 
in central and southern Virginia. In central Virginia, 
CNR Distribution’s service area is contiguous to that 
of Columbia Gas of Virginia, Inc., a wholly-owned 
subsidiary of Columbia. It is Columbia’s intent that 
the present CNR management will continue to 
manage the day-to-day operations of the CNR 
subsidiaries being acquired. 


The propane operations of CNR’s propane 
companies are and will continue to be integrally 
related to CNR Distribution’s natural gas service. 
Propane is used by CNR Distribution to meet peak 
day requirements. Also, during times of curtailment 
when natural gas was not available and in locations 
where a gas pipeline might have been 
uneconomical, propane has effectively preserved 
the market for eventual service by natural gas. Some 
customers of CNR Distribution have contracted with 
Bottled Gas for propane service, when natural gas 
has been curtailed. 
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As a result of the proposed merger, Columbia will 
succeed to certain obligations of CNR. As of June 30, 
1980, Atlantic had outstanding $1,000,000 
principal amount of 9%% Secured Promissory 
Notes, Series A, due June 30, 1986. These notes 
were sold at private placement and CNR is a 
guarantor thereof. By virtue of the merger, Columbia 
will become the guarantor of these Notes. In 
addition, CNR Pipeline is the lessee of an SNG facility 
pursuant to a leveraged lease and CNR has 
guaranteed CNR Pipeline’s obligations under that 
lease and its related obligations under a tax 
indemnity agreement. By virtue of the merger 
Columbia will become the guarantor of such 
obligations. Finally, the common stock of CNR 
Distribution owned by CNR is pledged to secure the 
first mortgage bonds of CNR Pipeline. When 
Commonwealth Natural Gas Company (a 
predecessor to CNR) acquired Portsmouth Gas 
Company (a predecessor to CNR Distribution), 
Commonwealth Natural Gas Company issued the 
first mortgage bonds and pledged the stock of the 
acquired company to secure the bonds. 
Subsequently, the CNR System was reorganized and 
its debt was transferred to and assumed by CNR 
Pipeline. The stock in CNR Distribution remained 
pledged to secure the bonds. After Columbia 
acquires CNR Distribution common stock as a result 
of the merger, the stock will remain pledged to 
secure the bonds of CNR Pipeline. 


The stock of the five subsidiaries to be acquired is 
recorded on the books of CNR utilizing the equity 
method of accounting. The assets of subsidiaries are 
recorded on the books of subsidiaries at original 
cost, except that the 50% ownership of Atlantic by 
Bottled Gas is accounted for utilizing the equity 
method of accounting. 


In recognition of the reservations contained in the 
Commission’s opinion and order of November 30, 
1944 (HCAR No. 5455, 17 S.E.C. 494), as to the 
retainability by Columbia of its interest in certain 
wholly-owned subsidiaries, one of which has 
properties in the Commonwealth of Virginia, 
Columbia agrees and stipulates that (1) if the 
Commission authorizes the proposed acquisition of 
the CNR subsidiaries by Columbia, the 
Commission’s reservation of jurisdiction will be 
considered to extend also to Columbia’s retainability 
of the CNR subsidiaries or their properties and it will 
not, nor will the CNR subsidiaries, as wholly-owned 
subsidiaries of Columbia, in any prior or subsequent 
Section 11(b)(1) proceeding instituted by the 
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Commission, take any position or make any 
argument to the effect that the Commission will have 
prejudiced its jurisdiction, power or authority to 
order the divestment of any interest in the CNR 
subsidiaries or their properties and (2) Columbia 
consents to the inclusion in the Commission's order 
that may be entered in this matter of a reservation of 
full jurisdiction, power and authority under Section 
11(b)(1) of the Act. 


A statement of the fees, commissions and expenses 
to be incurred in connection with the proposed 
transaction will be filed by amendment. It is stated 
that no state or federal regulatory authority, other 
than this Commission, is required to approve the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 2, 1981, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued inthis matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21830/December 8, 1980 


In the Matter of 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 


(70-6505) 


ORDER AUTHORIZING PROPOSAL TO ISSUE AND 
SELL PROMISSORY NOTES TO AUTHORITY IN 
CONNECTION WITH FINANCING OF POLLUTION 
CONTROL FACILITIES; RESERVATION OF 
JURISDICTION 


West Penn Power Company (“West Penn”), an 
electric utility subsidiary company of Alleghany 
Power System, Inc., a registered holding company, 
has filed an application-declaration, and 
amendments thereto, with this Commission 
pursuant to Sections 6, 7, 9, 10 and 12 of the Public 
Utility Holding Company Act of 1935 (“Act”) 
regarding the following proposed transactions. 


The proposed transactions involve the financing, 
including the transfer to and purchase from 
Washington County Industrial Development 
Authority (“Authority”) by West Penn, of certain air 
and water pollution control equipment and facilities 
including a flue gas desulferization system, 
associated sludge disposal and handling facilities, 
precipitators, lime unloading handling and storage 
facilities, fly ash handling systems, a new chimney, 
associated land and interests in land and equipment 
(collectively known as the “Facilities”), now under 
construction at West Penn’s Mitchell Power Station 
(‘Mitchell’) located in Washington County, 
Pennsylvania. The Facilities are required to be 
installed to meet air quality standards pursuant to 
consent decrees embodying settlement agreements 
with the Federal Environmental Protection Agency 
and the Pennsylvania Department of Environmental 
Resources. 


The Authority proposes to finance the Facilities by 
issuing and selling its tax exempt pollution control 
revenue bond (“Bond”), aggregating $60 million, 
with a maturity of three years. The Bond will bear an 
interest rate of 9%, and an effective interest cost of 
9.12%. 


At the date the financing is consummated, West 
Penn will transfer to the Authority title to those 


SEC DOCKET/873 





portions of the Facilities then in place at Mitchell, 
subject to the first mortgage lien of the indenture 
securing West Penn’s first mortgage bonds and to a 
second lien to be imposed on the Facilities. Title to 
those portions of the Facilities thereafter 
constructed shall vest in the Authority. The 
aggregate purchase price of the Facilities will be an 
amount equal to the aggregate principal amount of 
the Bond issued by the Authority. 


To evidence its obligation to pay the purchase price 
of the Facilities, West Penn proposes to issue a 
pollution control note maturing December 1, 1983 in 
the amount of $60 million, bearing an interest rate of 
9% per annum and will receive 98.675% of par 
($59,205,000) as the proceeds of the note after 
deduction of underwriter’s discounts of 1.325%. The 
pollution control note will not have any sinking fund, 
will not be callable until December 1, 1981, and will 
be callable thereafter at 100.50% of par until 
December 1, 1982 and at par thereafter. Reflecting 
the underwriter’s discount, 9.12% is the effective 
cost to West Penn. Payments on such notes will be 
made to the trustee and applied to pay the maturing 
principal, redemption prices, interest and other 
costs of the Bond as the same become due. West 
Penn also proposes to pay any trustees’ fees or other 
expenses incurred by the Authority. The Notes will 
be secured by a second lien on the Facilities and 
certain other properties, pursuant to a Mortgage and 
Security Agreement creating a mortgage and 
security interest in the Facilities and certain other 
property. It is stated that the Notes will not constitute 
“unsecured debt’ within the meaning of the 
provisions of West Penn's charter. The proceeds, in 
excess of the amount which can be drawn down by 
West Penn as of the closing date (approximately $15 
million) will be held by the Trustee in the 
construction fund and invested by the Trustee, such 
investments to mature as funds can be drawn down 
by West Penn. 


The Bond will be secured by the Notes and will be 
supported by various covenants of West Penn to be 
contained in a Pollution Control Financing 
Agreement. West Penn will cause the Facilities to be 
completed and will have complete control of the 
operation of the Facilities including maintenance 
thereof. 


It is expected that the Authority will engage 
Goldman, Sach’s & Co. and any co-managers that 
may be desirable to provide financing advice and, 
together with such other underwriters as may be 
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designated, to underwrite the sale ot the Bond. Fees, 
commissions and expenses of the underwriters and 
of legal counsel will be included in the total cost of 
the Facilities. 


The proposed transactions have been authorized by 
the Public Utility Commission of Pennsylvania. The 
Department of Environmental Resources of the State 
of Pennsylvania has certified that the Facilities are 
being installed for air quality purposes. The 
Secretary of Commerce of the Commonwealth of 
Pennsylvania has certified the proposed 
transactions. It is stated that no other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21744), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the fees, 
commissions and expenses to be incurred in 
connection with the proposed transactions. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21831/December 8, 1980 


In the Matter of 


VALERO TRANSMISSION COMPANY 
530 McCullough 
San Antonio, Texas 78215 


(31-776) 


NOTICE OF APPLICATION FOR EXEMPTION 
PURSUANT TO SECTION 2(a)(4) 


NOTICE IS HEREBY GIVEN that Valero Transmission 
Company (“Valero”), a Delaware corporation and a 
subsidiary of Valero Energy Corporation (“VEC”), 
also a Delaware corporation, has filed with this 
Commission an application and an amendment 
thereto pursuant to Section 2(a)(4) of the Public 
Utility Holding Company Act of 1935 (“Act”) for an 
order declaring Valero not to be a “gas utility 
company” under the Act. All interested persons are 
referred to the amended application, which is 
summarized below, for a description of the applicant 
and a statement as to the basis upon which the 
exemption is sought. 


Valero is engaged in the operation of an extensive 
integrated intrastate pipeline system in Texas, such 
system consisting of approximately 5,456 miles of 
pipeline. Valero buys and then transports and sells 
natural gas, principally to gas and electric utility 
companies, major pipeline companies, 
municipalities and industrial users. VEC is engaged 
in gas systems operations, principally through 
Valero but also through other subsidiaries of VEC, 
and in 1980 began to be engaged in gas and oil 
exploration activities. At December 31, 1979, VEC 
reported consolidated assets of $649,242,000, and 
for the year then ended consolidated revenues of 
$1,328,969,000. At that date and for the same 
period, Valero reported total assets of 
$502,547,000, and its total revenues were 
$1,275,861,000. 


Over the years Valero has acquired smaller gas 


transmission systems to compliment its own 
system, some of which acquired facilities had small 
portions which may be deemed to be distribution 
facilities. In addition, in connection with acquiring 
existing gas systems and acquiring rights of way and 
easements for additions to its gas system, Valero 
permitted certain ranchers and farmers a small 
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sales tap off a line to provide gas for domestic use 
and, on occasion, permitted sales taps for irrigation 
sales. This practice, which was customary in the 
industry at the time, enabled Valero to avoid 
condemnation proceedings. It is stated that Valero 
currently makes sales to approximately 93 domestic 
customers and to approximately 142 irrigation 
customers. 


Valero’s sales to domestic and irrigation customers 
are directly regulated with respect to curtailment by 
the Texas Railroad Commission (“TRC”), and 
indirectly regulated with respect to price by the TRC 
in that it sets the price for other customers in Valero’s 
system and Valero’s contracts with its domestic and 
irrigation customers generally provided that the gas 
sales rate shall be that set by the TRC for Valero’s 
other customers. 


Valero’s gas sales, by customer category, for the year 
ended December 31, 1979, are set forth below: 


Dollars Salesin Percent of Sales 
(000) MCF (000) In Dollars In MCF 
$627,729 273,914 52.523% 52.530% 
99,474 43,214 8.323 8.287 
467,215 203,990 39.092 39.121 


Type of Sales 

Industrial and Utility 

Municipal 

Pipelines 

Maximum Estimated for 
Domestic Use (1) 26 11 

Irrigation (1) 716 310 
Total $1,195,160 


.002 002 


060 060 
521,439 100.000% 100.000% 


(1) There may be some unauthorized domestic use sales, but Valero does 
not believe such sales would exceed $35,000. Most of such sales are 
included in sales for irrigation. 


As a result of its sales to domestic and irrigation 
customers, Valero may be deemed to own or operate 
facilities used for the distribution of natural gas at 
retail, and therefore may be a “gas utility company” 
within the meaning of Section 2(a)(4) of the Act. 
Valero requests that the Commission find that by 
reason of the small amount of such sales at retail 
(less than 1/10 of 1% of its total gas sales are to 
domestic and irrigation customers) Valero will not be 
deemed a “gas utility company.” 


Section 2(a)(4) provides, in part, that the 
Commission may declare a company not to bea “gas 
utility company” if it finds that “(A) such company is 
primarily engaged in one or more businesses other 
than the business of a gas utility company, and (B) 
by reason of the small amount of natural or 
manufactured gas distributed at retail by such 
company it is not necessary in the public interest or 
for the protection of investors and consumers that 
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such company be considered a gas utility company 
for the purposes of [the Act].” Rule 10(a)(1) under 
the Act provides, further, that a company shall be 
exempt from the duties, liabilities and obligations 
imposed under the Act upon it as a “holding 
company” with respect to a subsidiary which, insofar 
as it is a public utility company, is declared not to be 
a “gas utility company” under Section 2(a)(4). 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 2, 1981, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said application which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application, as amended or as it may be further 
amended, may be granted in the manner provided in 
Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
take such other action as it deems appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21832/December 9, 1980 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 


COLUMBUS AND SOUTHERN OHIO ELECTRIC 


COMPANY 
Columbus, Ohio 
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INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


KENTUCKY POWER COMPANY 
Ashland, Kentucky 


KINGSPORT POWER COMPANY 
Roanoke, Virginia 


MICHIGAN POWER COMPANY 
Three Rivers, Michigan 


OHIO POWER COMPANY 
Canton, Ohio 


WHEELING ELECTRIC COMPANY 
Wheeling, West Virginia 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 


(70-6361) 


ORDER AUTHORIZING PROPOSAL OF HOLDING 
COMPANY TO ISSUE AND SELL SHORT-TERM 
NOTES TO BANKS AND TO MAKE CASH CAPITAL 
CONTRIBUTIONS TO SUBSIDIARIES 


American Electric Power Company, Inc. (“AEP”), a 


registered holding company, and Appalachian 
Power Company (“Appalachian”), Columbus and 
Southern Ohio Electric Company (“CSOE”), Indiana 
& Michigan Electric Company (“l&M”), Kentucky 
Power Company (“KPCO”), Kingsport Power 
Company (“Kingsport”), Michigan Power Company 
(“Michigan”), Ohio Power Company (“Ohio Power”) 
and Wheeling Electric Company (“Wheeling”), AEP’s 
subsidiary public utility companies, have filed with 
this Commission a post-effective amendment to 
their application-declaration previously filed and 
amended in this matter pursuant to Sections 6(b) 
and 12 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 50(a)(2) promulgated 
thereunder concerning the following proposed 
transactions. 


By prior order in this proceeding (HCAR No. 21352, 
December 21, 1979), AEP was authorized to issue 
and sell, from time to time, prior to January 1, 1981, 
short-term notes and commercial paper, to banks, 
and to a dealer in commercial paper respectively, in 
an amount of up to $165,000,000, such notes 
maturing no later than June 30, 1981. AEP was also 
authorized to make cash capital contributions prior 
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to January 1, 1981 to certain of its subsidiaries. By 
supplemental order in this proceeding (HCAR No. 
21442, February 20, 1980), AEP was authorized to 
issue and sell such short-term notes to 11 banks with 
lines of credit in an aggregate amount of 
$229,000,000 subject to the previously ordered 
limit on outstanding notes. By further supplemental 
order in this proceeding (HCAR No. 21488, March 
25, 1980), AEP was authorized to make cash capital 
contributions to Michigan from time to time prior to 
January 1, 1981 in an aggregate amount of 
$10,000,000. Also by further supplemental order in 
this proceeding (HCAR 21596, May 29, 1980), AEP 
was authorized to issue and sell short-term notes to 
14 banks with lines of credit in an aggregate amount 
of $274,000,000, subject to the previously ordered 
limit on outstanding notes. 


By post-effective amendment AEP proposes to issue 
and sell, from time to time prior to January 1, 1982, 
short-term notes to 14 banks with lines of credit in an 
aggregate amount of $239,000,000, maturing no 
later than June 30, 1982. AEP also requests 
authority to make cash capital contributions from 
time to time subsequent to December 31, 1980 and 
prior to January 1, 1982, to Appalachian in the 
amount of $60 million, to CSOE in the amount of $40 
million, to 1&M in the amount of $90 million, to KPCO 
in the amount of $20 million and to Ohio Power inthe 
amount of $60 million. The currently estimated 
construction program of Appalachian for 1981 is 
$215 million, for CSOE is $143 million, for |1&M is 
$320 million, for KPCO is $47 million and for Ohio 
Power is $225 million. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$500. The proposed cash capital contributions to be 
made during 1981 by AEP to Appalachian have been 
authorized by the State Corporation Commission of 
Virginia and the Public Service Commission of West 
Virginia. No other state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said application- 
declaration as amended by said post-effective 
amendment, has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21779), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act andthe rules 
thereunder are satisfied and that no adverse 
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findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that the application-declaration, as 
amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendment, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21833/December 9, 1980 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Dallas, Texas 


(70-6206) 


ORDER AUTHORIZING INCREASE IN NUMBER OF 
SHARES OF HOLDING COMPANY’S COMMON 
STOCK TO BE iSSUED AND SOLD PURSUANT TO 
EMPLOYEES’ THRIFT PLAN 


Central and South West Corporation (“CSW”), a 
registered holding company, has filed with this 
Commission post-effective amendments to its 
application-declaration previously filed and 
amended pursuant to Section 6(a) and 7 of the 
Public Utility Holding Company Act of 1935 (“Act”) 
and Rule 50(a)(5) promulgated thereunder 
concerning the following proposed transaction. 


By order dated October 24, 1978 (HCAR No. 20742), 
CSW was authorized to issue and sell up to 
1,000,000 shares of its authorized but unissued 
common stock, par value $3.50 per share, pursuant 
to a CSW Employees’ Thrift Plan (“Plan”). The Plan 
provides a means by which eligible employees of 
CSW and its direct and indirect subsidiaries, Central 
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Power & Light Company, Central and South West 
Fuels, Inc., Central and South West Services, Inc., 
Public Service Company of Oklahoma, Transok 
Pipeline Company, Southwestern Electric Power 
Company and West Texas Utilities Company 
(together, “CSW Subsidiaries”), may maintain a 
regular savings program and to provide additional 
benefits for such employees upon retirement. Under 
the Plan, the participating employers, i.e., the CSW 
Subsidiaries, make contributions of cash monthly, 
out of net income in an amount equal to 50% of the 
basic deposit made by each employee with less than 
20 years of service and 75% of the basic deposit for 
those employees with 20 years of service or more. 


The Plan permits each participating employee to 
make monthly payments to his Plan account in an 
amount equal to 2%, 4% or 6% of his annual salary, 
and to make additional deposits in amount not to 
exceed 4% of his annual salary for each year of 
service since he became a participant in the Plan. 
The deposits by participating employees and the 
corresponding contributions by employers are paid 
monthly to the Trustee under the Plan, the First 
National Bank in Dallas, for investment. 


The Trustee, pursuant to written direction from each 
participating employee, invests funds held in each 
such employee’s Plan account under either of two 
investment options. Under the first option, the 
Trustee invests a participant's funds in the common 
stock of CSW (up to 5% of the total number of CSW 
shares at that time outstanding), the Trustee 
purchasing such shares from CSW at the average of 
the closing prices for CSW common stock as 
reported on the New York Stock Exchange 
composite for the 20 consecutive trading days 
ending with the last trading day of the month with 
respect to which the employer contributions and 
employee basic deposits being invested were made. 
Under the second option, the Trustee invests a 
participant's funds in an unsegregated fund 
managed under contract with the Equitable Life 
Assurance Society of the United States, which fund 
is principally invested in mortgages and debt 
securities and the return on which is guaranteed by 
Equitable. 


By post-effective amendment CSW requests an 
increase from 1,000,000 to 4,000,000 in the 
number of authorized but unissued shares of its 
common stock that may be issued and sold pursuant 
to the Plan. It is stated that through September 30, 
1980, CSW had issued and sold 751,791 such 
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shares pursuant to the Plan, and that it is presently 
anticipated that an additional 3,033,000 shares 
(assuming a price per CSW share of $13.50) would 
have to be issued between October 1, 1980, and 
December 31, 1985, to meet the projected demand 
for such shares under the Pian. It is stated that CSW 
will apply the proceeds from the sale of such shares 
through loan or equity contributions to its 
subsidiaries (which contributions will be the subject 
of future filings with this Commission) for use in their 
ongoing construction programs. 


CSW requests an exception from the competitive 
bidding requirements of Rule 50 under the Act for 
the proposed issuance and sale of the additional 
shares under the Plan pursuant to Rule 50(a)(5). 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$600. No state commission and no_ federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective 
amendments to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21782), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended by said post- 
effective amendments, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendments, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that certificates 
thereunder shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21834/December 9, 1980 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-6472) 


ORDER RELEASING JURISDICTION OVER FEES 
INCURRED IN CONNECTION WITH THE ISSUANCE 
OF A SECOND SERIES OF FIRST MORTGAGE 
BONDS; CONTINUED RESERVATION OF 
JURISDICTION OVER OTHER MATTERS 


By order dated September 10, 1980 (HCAR No. 
21711) Alabama Power Company (“Alabama”), an 
electric utility subsidiary of The Southern Company, 
a registered holding company, was authorized, 
pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (“Act”), to issue and sell at 
competitive bidding up to $300 million principal 
amount of first mortgage bonds (“new Bonds”) in 
one or more series and up to $100 million aggregate 
stated value of its preferred stock in one or more 
series. No series of new Bonds or preferred stock 
may be sold later than February 28, 1981. Pursuant 
to such authorization Alabama issued and sold on 
September 24, 1980, an initial series of new Bonds 
in an aggregate principal amount of $150,000,000. 
Inthe order of September 10, 1980, jurisdiction was 
reserved over, among other matters, any fees and 
expenses incurred with respect to the sale of the 
security issues other than the initial series of new 
Bonds. 


Alabama has filed post-effective amendments to its 
application informing the Commission that it plans 
to issue a second series of new Bonds ina maximum 
aggregate principal amount of $100,000,000. It is 
stated that the fees, commissions and expenses to 
be incurred in connection with the proposed sale are 
estimated at $406,000, including the Alabama 
mortgage privilege tax of $150,000, printing 
expenses of $60,000, legal fees of $47,000 and 
accounting fees of $21,500. 


The fees of counsel for the underwriters is estimated 
at $22,000 and will be paid by the successful 
bidders. 


Due notice of the filing of said application- 


Volume 21, No. 11, December 23, 1980 


declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21649), and a hearing has been 
requested of and denied by the Commission in its 
order of September 10, 1980. Upon the basis of the 
facts in the record, it is hereby found that the 
applicable standards of the Act and the rules 
thereunder are satisfied with respect to the fees, 
commissions and expenses to be incurred by 
Alabama in connection with the sale of a second 
series of new Bonds and that no adverse findings are 
necessary with respect thereto; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application, as 
amended, be granted effective with respect to the 
fees, commissions and expenses to be incurred by 
Alabama in connection with the sale of a second 
series of new Bonds: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended, be, and it hereby is, 
granted effective forthwith with respect to the fees, 
commissions and expenses to be incurred by 
Alabama in connection with the sale of a second 
series of new Bonds, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act: 


IT IS FURTHER ORDERED that the jurisdiction 
reserved in the order of September 10, 1980, with 
respect to the fees and expenses to be incurred in 
connection with the second series of the new Bonds 
be, and it hereby is, released effective forthwith: 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to: 


(1) any post-effective amendment Alabama may file 
for an exception from the competitive bidding 
requirements of Rule 50; 


(2) any change in the terms of the draft 
supplemental indenture or in the draft charter 
amendment with respect to the preferred stock, both 
as now on file in this proceeding; 


(3) fees and expenses with respect to the issuance 
and sale of any series of preferred stock or any 
additional series of new Bonds. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21835/December 10, 1980 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
NEW ENGLAND ENERGY INCORPORATED 
Westborough, Massachusetts 


(70-6260) 


ORDER AUTHORIZING INCREASE IN BANK LOANS 
TO FINANCE FUEL SUBSIDIARY IN 1981 


New England Electric System (“NEES”), a registered 
holding company, and New England Energy 
Incorporated (“NEEI”), a fuel subsidiary of NEES, 
have filed with this Commission a further post- 
effective amendment to their application- 
declaration previously filed and amended in this 
matter pursuant to Sections 6(a), 7, 9(a), 10, 12(b) 
and 12(d) of the Public Utility Holding Company Act 
of 1935 (“Act”) and Rules 43, 50(a)(2) and 50(a)(3) 
promulgated thereunder concerning the following 
proposed transaction. 


In aseries of prior orders in other proceedings dated 
October 30, 1974, June 18, 1976, July 19, 1978, 
December 28, 1979, and August 7, 1980 (HCAR 
Nos. 18635, 19580, 20632, 21365 and 21673), 
applicants-declarants were authorized, among other 
things, to do the following: (1) NEES was authorized 
to organize NEEI and acquire its capital stock; (2) 
NEE! was authorized to enter into a partnership 
agreement with Samedan Oil Corporation 
(“Samedan”), to explore for oil and gas, and an 
amendment thereto, said partnership currently 
extending through December 31, 1984; (3) NEES 
was authorized to invest in NEEI in the form of 
common stock and subordinated debt up to 
$45,000,000 through December 31, 1988; and (4) 
NEEI was authorized to make sales of fuel oil to New 
England Power Company (“NEP”), an affiliate, 
pursuant to a fuel purchase contract, on certain 
terms and conditions, including a full cost pool 
concerning its oil and gas properties. In the order of 
August 7, 1980 (HCAR No. 21673), NEEI was 
authorized to invest up to $60,000,000 in the 
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Samedan partnership during the 1980 calendar 
year. NEEI has pending before this Commission 
proposals to invest up to $75,000,000 in the 
Samedan partnership during 1981 (HCAR No. 
21804), and to invest up to $15,000,000 in 1980 and 
$35,000,000 in 1981 in a proposed partnership with 
Dorchester Exploration Incorporated (HCAR No. 
21817). 


By prior order issued in this proceeding dated July 
25, 1979 (HCAR No. 21558), NEEI was authorized to 
enter into an agreement (“Loan Agreement”) with 
the Bank of Montreal and the National Bank of North 
America (the “Banks”) for an $80,000,000 revolving 
credit loan, up to $40,000,000 of such amount to be 
made available in 1979, $60,000,000 in 1980, and 
$80,000,000 in 1981. Upon termination the 
revolving credit loan will become a term loan. Under 
the Loan Agreement the revolving credit period runs 
from January 1, 1979, through December 31, 1981, 
and may, at NEEI’s option be extended for two 
additional years. The Banks will make a term loan to 
NEE! upon termination of the revolving credit period 
in the amount of the revolving credit balance 
outstanding on the termination date, such loan to be 
for a maximum of five years and to require equal 
quarterly payments amortizing the principal. The 
loan bears interest during the revolving credit period 
at a rate per annum of 3/4 of 1% over the Bank of 
Montreal's United States prime rate, or 7/8 of 1% 
over the London Interbank Offered Rate (“LIBOR”) 
for 30, 60, 90 or 180-day United States dollars 
deposits, at NEEI’s option. The loan bears interest 
during its term loan period at a rate per annum of 
7/8 of 1% over the Bank of Montreal’s United States 
prime rate, or 1% over the LIBOR for 30, 60, 90 or 
180-day United States dollar deposits, at NEEI’s 
option. There is a commitment fee on the unused 
available portion of the loan commitment of 1/4 of 
1% per year (on that year’s committed amount) 
during the revolving credit period and 3/8 of 1% per 
year during any extension of that period. Interest and 
the commitment fee are payable quarterly. The loan 
is prepayable without penalty, and the commitment 
amount may be reduced in whole or in part without 
penalty. 


Upon the Loan Agreement NEEI is required to 
maintain a ratio of not more than 70 to 30 with 
respect to (i) debt outstanding under the Loan 
Agreement and (ii) subordinated debt payable to 
NEES and stockholder’s equity (excluding any 
deferred taxes). The latter amount is presently 
limited to $45,000,000 (HCAR No. 21158, July 25, 
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1979), so debt outstanding under the Loan 
Agreement, without regard to the present maximum 
committed amounts, is limited to $105,000,000. 
The Loan Agreement also (1) requires NEEI to 
prepay the loan to the extent it receives proceeds 
from any long-term financing secured by any of its oil 
and gas properties included in the full cost pool, (2) 
limits modifications which may be made to the fuel 
purchase contract between NEE! and NEP, (3) 
required NEEI to assign to the Bank of Montreal its 
rights under the fuel purchase contract. 


By order dated October 28, 1980 (HCAR No. 21761), 
NEEI was authorized to enter into an amendment to 
the Agreement, which amendment (1) accelerated 
the 1981 commitment of the Banks from 1981 to 
October 28, 1980, and (2) increased the Banks’ 
commitment for 1981 to $105,000,000. Jurisdiction 
was reserved in said order with respect to an 
increase in NEEI borrowings under the Loan 
Agreement beyond $80,000,000. 


By post-effective amendment NEEI has completed 
the record concerning its 1981 cash needs. NEEI 
requests that it be authorized to borrow up to 
$105,000,000 under the Loan Agreement during 
1981, and that the jurisdiction previously reserved 
be released. 


NEEI claims exemption from the competitive 
bidding requirements of Rule 50 for the issuance of 
its notes to the Banks pursuant to Rule 50(a)(2). 


There are no additional fees or expenses to be 
incurred in connection with the proposed 
transaction. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, as 
amended by said post-effective amendment, it is 
hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended by said post-effective 
amendment, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that NEEI 
be, and it hereby is, authorized effective January 2, 
1981, to increase its loans under the Loan 
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Agreement to $105,000,000 during calendar 1981, 
subject to the terms and conditions prescribed in 
rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that the jurisdiction 
previously reserved with respect to NEEI’s 
borrowings beyond $80,000,000 be, and the same 
hereby is, released effective January 2, 1981. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21836/December 10, 1980 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 
Charleston, West Virginia 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 

COLUMBIA COAL GASIFICATION CORPORATION 
Ashland, Kentucky 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 
Wilmington, Delaware 

(70-6435) 


ORDER AUTHORIZING INTRASYSTEM FINANCING 
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The Columbia Gas System, Inc. (“Columbia”), a 
registered holding company, and its subsidiary 
companies named above have filed with this 
Commission a post-effective amendment to the 
application-declaration in this proceeding pursuant 
to Sections 6(b), 9(a), 10, and 12(b) of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rule 45 promulgated thereunder regarding the 
following proposed transactions. 


By order in this proceeding dated May 28, 1980 
(HCAR No. 21593), Columbia, among other things, 
was authorized to make short-term advances on 
open account of up to $145,000,000 to Columbia 
Gas Transmission Corporation (‘‘Columbia 
Transmission”). It is now proposed that such 
advances be increased to $170,000,000. 


It is also proposed that Columbia Transmission issue 
and sell, and that Columbia acquire, installment 
notes and/or floating rate term notes up to the 
amount of $60,000,000. The issuance and sale of 
these notes will be subject to the same terms and 
conditions as those of certain other subsidiaries as 
described previously in the application-declaration. 


It is stated that the increase of $25,000,000 in 
advances to Columbia Transmission is required in 
order to provide Columbia Transmission with 
sufficient funds to finance gas purchases and other 
normal short-term seasonal requirements. The 
issuance of $60,000,000 in notes is required to 
finance Columbia Transmission’s capital 
expenditures. The additional financing 
requirements are a result of lower sales volumes. 


The requisite authorization for certain transactions 
proposed earlier in this proceeding has not yet been 
obtained from the state public-utility commission for 
Columbia of New York, and jurisdiction will continue 
to be reserved with respect thereto. 


Due notice of the filing of said application- 


declaration has been given in the manner 
prescribed by Rule 23 promulgated under the Act 
(HCAR No. 21777), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
with respect to the above-described transactions 
that the applicable provisions of the Act and rules 
promulgated thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that the application- 
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declaration in respect of said transactions be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and the rules thereunder, that 
the application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith with respect to the above- 
described transactions, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that the time for filing the 
certification thereunder is extended as requested so 
as to allow filing on a quarterly basis. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the proposed transactions 
as to which the record is not yet complete. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21837/December 10, 1980 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10112 


(70-6532) 


NOTICE OF PROPOSED INCREASE IN AUTHORIZED 
SHARES OF PREFERRED STOCK AND LIMITATION 
IN PREEMPTIVE RIGHTS OF COMMON STOCK AND 
ORDER AUTHORIZING SOLICITATION OF PROXIES 
IN CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
Company (“National”), a registered holding 
company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6(a), 7, and 12(e) of the Act and Rules 62 and 65 
promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposed 
transactions. 
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National proposes to amend its Restated Certificate 
of Incorporation (“Certificate”) to increase to 
3,200,000 from 2,000,000 the number of shares of 
preferred stock ($25 par value) that National would 
be authorized to issue. Of the 2,000,000 shares 
currently authorized, National has issued 1,200,000 
shares, which remain outstanding and which 
represent $30,000,000 of its capitalization. The 
proposed increase would allow National to raise up 
to $50,000,000 in additional capital in the form of 
preferred stock. 


It is stated that National will continue to need 
additional external capital financing to satisfy the 
long-term financial requirements of certain of its 
subsidiaries and for its own general corporate 
purposes. In the past, the company has raised such 
capital primarily through the issuance of 
debentures; however, because of the generally 
higher interest costs incurred in recent debenture 
issues, and the effect that those higher costs have 
had on the coverage requirements for the issuance 
of additional debentures, National believes it is 
essential that it examine alternative financing 
arrangements. The authorization to issue additional 
preferred stock would give National increased 
flexibility during periods when external financing 
becomes necessary. 


National also proposes to amend its Certificate to 
limit the preemptive rights of the holders of its 
common stock. The preemptive rights of the holders 
of National’s preferred stock would not be changed. 
Under the Certificate as it is proposed to be 
amended no common stockholder will have 
preemptive rights with respect to shares, obligations 
or other securities which (a) are issued pursuanttoa 
public offering; or (b) are issued pursuant to an 
offering to or through underwriters or investment 
bankers who shall agree promptly to make public 
offering thereof; or (c) are issued pursuant to 
employee benefit plans; or (d) are issued pursuant to 
programs available to all stockholders or open to all 
customers of utility subsidiaries of the corporation, 
including, without limitation, dividend reinvestment 
and stock purchase programs or limited investment 
programs. 


It is stated that the proposed amendment will make 
it possible for National to issue previously 
authorized, but unissued, shares of common stock 
in a more expedient manner and will assist in 
administering its automatic dividend reinvestment 
plan, its employee stock ownership plan, and an 
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employees’ thrift plan. Currently, the trustee must 
purchase the shares of common stock of National on 
the open market in order to satisfy the funding 
requirements of the three plans. 


National intends to submit the proposed 
amendments to the holders of its common stock for 
their approval at its Annual Meeting scheduled for 
January 29, 1981. In connection therewith, National 
proposes to solicit proxies from the holders of its 
common stock. Adoption of the proposals requires 
the affirmative vote of a majority of the votes cast by 
the holders of National’s common stock. No action of 
the holders of National’s preferred stock is required 
for the adoption of the proposals. Nationa! has filed 
its proxy solicitation material and requests that the 
effectiveness of its declaration with respect to the 
solicitation be accelerated as provided in Rule 62. 


It is stated that no state or federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 8, 1981, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or !aw raised by 
said declaration which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


It appearing to the Commission that National’s 
declaration regarding the proposed solicitation of 
proxies should be permitted to become effective 
forthwith pursuant to Rules 62 and 65: 
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IT IS ORDERED that the declaration regarding the 
proposed solicitation of proxies be, and hereby is, 
permitted to become effective forthwith pursuant to 
Rules 62 and 65. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21838/December 11, 1980 


In the Matter of 


PROVIDENCE ENERGY CORPORATION 
100 Weybosset Street 
Providence, Rhode Island 02901 


(70-6527) 


NOTICE OF PROPOSED ACQUISITION TO CREATE 
HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Providence Energy 
Corporation (‘Providence Energy”), a Rhode Island 
corporation, has filed with this Commission an 
application and an amendment thereto pursuant to 
the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 9(a)(2) and 10 of the 
Act as applicable to the proposed transaction. All 
interested persons are referred to the application, 
which is summarized below, for a complete 
statement of the proposed transaction. 


Providence Energy, a newly organized corporation, 
proposes to acquire all of the common stock of 
Providence Gas Company (“Providence Gas”), a 
Rhode Island corporation and a gas utility as defined 
in Section 2(a)(4) of the Act, ina transaction in which 
it is proposed that Providence Merger Company (a 
wholly-owned subsidiary of Providence Energy) will 
be merged with and into Providence Gas and under 
which each of the outstanding shares of common 
stock of Providence Gas will be converted into one 
share of the common stock of Providence Energy, 
and the outstanding shares of Providence Merger 
Company will be converted into shares of the 
common stock of Providence Gas. As a result of the 
reorganization, the present shareholders of 
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Providence Gas will become the shareholders of 
Providence Energy, which in turn will hold all of the 
issued and outstanding common stock of 
Providence Gas, and Providence Energy will be, 
therefore, a holding company as defined in Section 
2(a)(7) of the Act. The shareholders of Providence 
Gas will be asked to vote on the proposed merger at a 
meeting to be held on January 12, 1981. The 
proposed merger requires the affirmative vote of the 
holders of a majority of the outstanding common 
stock of Providence Gas. The authorized capital of 
Providence Gas consists of 2,500,000 shares of 
common stock, 1,243,598 of which are issued and 
outstanding, and an unlimited number of shares of 
preferred stock, none of which have been issued. 


Providence Energy was organized on behalf of 
Providence Gas for the purpose of serving as the 
publicly-held holding company of Providence Gas 
and its subsidiaries following the proposed 
reorganization of Providence Gas. The authorized 
capital of Providence Energy consists of 3,000,000 
shares of common stock, $1.00 par value, of which 
100 shares are outstanding and held by Providence 
Gas, and 1,000,000 shares of preferred stock, $10 
par value, none of which have been issued. It is 
stated that the objective of the reorganization is to 
create a holding company vehicle which may more 
easily invest in and obtain financing for areas of 
business other than Providence Gas’ traditional gas 
business. 


Providence Gas is a public utility engaged in the 
purchase, distribution and sale of natural gas for 
residential, commercial and industrial use to 
approximately 115,000 customers within the State 
of Rhode Island. At September 30, 1980, Providence 
Gas (consolidated) had total gross utility plant of 
$81,447,000 and for the twelve months then ended 
$99,069,000 of operating revenues and $4,215,000 
of net income. Its gas sales for the year then ended 
were 19,731,000 MCF. Providence Gas purchases 
its natural gas from Algonquin Gas Transmission 
Company (“Algonquin”), a pipeline company in 
which Providence Gas has less than a 1% common 
stock ownership. Providence Gas has a liquified 
natural gas storage facility of 55,000 barrel capacity 
located in Exeter, Rhode Island, and has the right to 
storage of 348,000 barrels of liquified natural gas in 
a storage tank owned by an affiliate of Algonquin 
located on land in Providence, Rhode Island, and 
leased from Providence Gas. Providence Gas’ 
executive offices, distribution and maintenance 
facilities and storage facilities are all located within 
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Rhode Island. None of its sales are made to 
customers outside the State of Rhode Island, and it 
has no plans for making any such sales. 


Providence Gas is also a holding company under 
Section 2(a)(7) of the Act by virtue of its 100% 
ownership of the capital stock of Tiverton Gas 
Company (“Tiverton Gas”), also a Rhode Island gas 
utility company, which serves approximately 500 
customers in the town of Tiverton, Rhode Island. 
Tiverton Gas also sells bottled gas in Rhode Island 
and Massachusetts. For the year ended September 
30, 1980, the operating revenues of Tiverton Gas 
were $210,000 and its gas sales were 32,000 MCF. 
Providence Gas was granted status as an exempt 
holding company under Sections 3(a)(1) and 
3(a)(2) of the Act by order dated April 16, 1975 
(HCAR No. 18938). Providence Gas also owns all of 
the issued and outstanding stock of four non-utility 
subsidiaries: Bay Front Real Estate Company (“Bay 
Front”), which holds title to approximately seven 
acres of land in Newport, Rhode Island, and 
conducts no business other than owning such land; 
Prudence Corporation (“Prudence”), which holds 
title to various parcels of real property used other 
than in the conduct of a gas utility business; 
Arrowhead Propane Corporation (“Arrowhead”), 
through which Providence Gas sells propane fuel for 
residential, commercial and industrial use; and 
Resource Monitors, Inc. (“Resource”), which has 
been organized to serve as the vehicle for collecting 
the non-utility accounts receivable of Providence 
Gas and for preventing theft or other diversion of its 
gas. Providence Gas carries on its books its 
investments in Bay Front, Prudence, Arrowhead and 
Resource at $300,000, $493,926, $108,500 and 
$6,500, respectively. 


Providence Energy is not now a holding company, 
and it does not intend to register as such if the 
acquisition of Providence Gas is authorized and the 
merger of Providence Gas and Providence Merger 
Company consummated. Providence Energy states 
that it will be entitled to an exemption under Section 
3(a)(1) of the Act, on the basis that it and its public 
utility subsidiaries Providence Gas and Tiverton Gas 
“are predominantly intrastate in character and carry 
on their business substantially in a single state in 
which such holding company and every such 
subsidiary company thereof are organized,” and 
intends to claim such exemption by an appropriate 
filing pursuant to Rule 2 promulgated thereunder. In 
connection with such filing it is stated that there will 
be an undertaking that Providence Energy will not 
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issue and sell any preferred stock without prior 
approval of this Commission. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that no state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 5, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said amended application, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicant at the 
above-stated address, and proof of service (by 
affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any 
time after said date, the application, as amended or 
as it may be further amended, may be granted as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SEC DOCKET/885 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 600/December 11, 1980 


The Securities and Exchange Commission has 
issued a notice giving interested persons until 
December 31, 1980, to request a hearing on an 
application by Sybron Corporation (“Sybron”), aNew 
York corporation, pursuant to Section 310(b)(1)(ii) 
of the Trust Indenture Act of 1939 declaring that the 
trusteeship of the Morgan Guaranty Trust Company 
of New York under three indentures of Sybron is not 
so likely to involve a material conflict of interest as to 
make it necessary to disqualify Morgan Guaranty 
Trust Company of New York from acting as trustee. 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11479/December 5, 1980 


In the Matter of 


CONTINENTAL BANK OF CANADA 
Continental Place 

130 Adelaide Street West 

Toronto, Canada 


(812-4480) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 3(b)(2) OF THE ACT 
DECLARING THAT APPLICANT IS NOT AN 
INVESTMENT COMPANY OR, ALTERNATIVELY, FOR 
AN ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT EXEMPTING APPLICANT FROM ALL 
PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that Continental Bank of 
Canada (“Applicant”) filed an application on May 24, 
1979, and amendments thereto on May 7, 1980, and 
June 19, 1980, for an order of the Commission 
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pursuant to Section 3(b)(2) of the Investment 
Company Act of 1940 (“Act”), declaring that 
Applicant is not an investment company as defined 
by the Act or, alternatively, for an order pursuant to 
Section 6(c) of the Act exempting Applicant from all 
provisions of the Act. All interested persons are 
referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that it is a bank which was 
incorporated by an Act of Parliament of Canada on 
July 14, 1977, and that it is a wholly owned 
subsidiary of IAC Limited (“IAC”), Canada’s largest 
sales finance company. According to the 
application, the incorporation of Applicant was the 
first step in the conversion of IAC into a Canadian 
chartered bank. The conversion is to be 
consummated at the end of a transitional period of 
up to ten years by a statutory amalgamation of 
Applicant and IAC. 


During such transition period IAC is to divest itself of 
any assets which a Canadian chartered bank is not 
permitted to hold and to discharge any liabilities, 
which it can legally discharge, which could not have 
been incurred by a Canadian chartered bank. 


According to the application, [AC was incorporated 
under the laws of Canada on February 7, 1925. Its 
business consists, inter alia, of mortgage lending, 


consumer lending, wholesale and retail sales 
financing, commercial loans, and financial leasing 
directly and through subsidiaries in all ten Canadian 
provinces through 140 branch offices. As of 
December 31, 1978, IAC had consolidated assets of 
3.1 billion Canadian dollars (“C$”) of which 
approximately C$2.8 billion or 85% of its assets 
consisted of loans. Applicant states that interest 
income on such loans represented 90% of IAC’s 
consolidated revenues for the year ending 
December 31, 1978. As of December 31, 1978, IAC 
had approximately 13.6 million common shares and 
over 521,000 preferred shares issued and 
outstanding. Applicant represents that over 97% of 
such shares are held by Canadian residents. 


The application states that IAC has financed its 
lending operations primarily by the sale in Canada, 
the United States and elsewhere in the world, of 
secured notes, unsecured debentures and 
subordinated debentures and that IAC at the time of 
the filing of the application had C$2.3 billion of such 
debt outstanding. $590 million United States dollars 


Volume 21, No. 11, December 23, 1980 





of such securities were issued in the United States 
and were outstanding and payable at the offices of 
Morgan Guaranty Trust Company of New York. The 
application states that IAC issued such securities 
pursuant to exemptions for commercial paper and 
private placements contained in the Securities Act 
of 1933 (“1933 Act”) and that such securities have 
been purchased by institutional and sophisticated 
investors in principal amounts of not less than 
C$500,000. The application further asserts that [AC 
is exempted from the Act’s definition of investment 
company by Section 3(c)(5) of the Act, relating in 
pertinent part, to sales finance transactions. 


Applicant states that the legislation incorporating 
Applicant provides rules which will govern the 
operation of Applicant and IAC during the 
transitional period prior to their statutory amalgama- 
tion. Among those rules is a requirement that, after 
Applicant commences operation, al! business of IAC 
which is eligible for a Canadian chartered bank must 
be conducted by Applicant and that IAC may not 
engage in such business. Approximately 85% of 
IAC’s business is eligible for a Canadian chartered 
bank under the Bank Act of Canada (“Bank Act”) 
which gives Applicant total assets in excess of C$1.5 
billion as of January 31, 1980. The application states 
that the transitional period, which may be up to ten 
years, has two purposes: (1) to permit a 
restructuring of the funding of IAC’s assets by 
retiring, in ordinary course, outstanding 
indebtedness and financing new business of 
Applicant through acceptance of deposits and 
issuance of notes, and (2) to provide IAC with time to 
dispose of assets which are not permissible for 
Canadian chartered banks and to allow Applicant to 
develop eligible assets. The application further 
states that Applicant will gradually expand its 
traditional consumer and commercial banking 
services over the next few years. Applicant notes that 
although it may closely resemble a sales finance 
company at its inception, at the end of three or four 
years of operation Applicant will be the same as 
other Canadian commercial banks in all material 
respects. 


Applicant states that it now offers a full range of 
banking services to its customers, including: deposit 
taking and checking facilities; a full range of 
corporate, commercial and consumer loans; 
mortgage financing; safekeeping facilities; letters of 
credit; travellers’ checks; bankers’ acceptances and 
foreign exchange. Applicant further states that 
substantially all of its liabilities for borrowed money 
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consist of deposits of its customers, and that 90% of 
its business is conducted in Canada with Canadian 
nationals. 


The application states that banking in Canada is a 
matter of exclusive federal jurisdiction and that each 
of the 12 chartered banks in Canada was 
incorporated by an act of the Canadian Parliament 
and is regulated under the Bank Act. According to 
the application, the Bank Act contains provisions 
relating to all aspects of Canadian banking, 
including the business and powers of chartered 
banks and detailed regulations concerning: 
allowable loans, shareholders, directors, capital 
stock and debentures, maintenance of reserves, 
auditing requirements, financial disclosure and 
regular inspection by the Inspector General of 
Banks. The application further states, with respect to 
reserve requirements, that Canadian chartered 
banks are required to maintain primary reserves 
with the Bank of Canada (the central bank 
established by the Canadian federal government) in 
the form of cash and non-interest bearing deposits. 
Primary reserves must equal at least 12% of demand 
deposit liabilities payable in Canadian currency and 
4% of notice deposit liabilities payable in Canadian 
currency. According to the application, secondary 
reserves inthe form of cash, short-term treasury bills 
of Canada and secured day loans to selected 
investment dealers in an amount set by the Bank of 
Canada (currently 5% of all deposit liabilities 
payable in Canadian currency) must also be 
maintained by Canadian chartered banks. 


The application also states that while Canadian 
chartered banks do not participate in the Canadian 
securities business, they traditionally have 
participated in the distribution of their own 
securities and those of affiliated issuers. 


According to the application, banking laws in 
Canada historically have been subject to revision 
every 10 years. Legislation amending the Bank Act 
has been introduced by Parliament which would 
expand the powers of Canadian chartered banks, 
increase the regulatory powers of the Inspector 
General of Banks, and increase the reporting 
requirements and other types of regulation to which 
Canadian chartered banks currently are subject. 


Applicant proposes to issue both short-term 
promissory notes (“Short-term notes” of the type 
generally referred to as commercial paper, and 
longer-term promissory notes (“Longer-term notes”) 
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(hereinafter, the Short-term notes and Longer-term 
notes are collectively referred to as “Notes”) in large 
denominations in either bearer or registered form. 
The Notes will generally be sold through United 
States investment bankers; however, from time to 
time Applicant may sell such Notes directly to 
institutional and other sophisticated investors. 
Applicant intends that the terms of Short-term notes, 
including negotiability and minimum denomination, 
will be such as to qualify them for exemption from 
registration under Section 3(a)(3) of the 1933 Act 
and the Longer-term notes will be sold on suchterms 
as to qualify for exemption from registration under 
Section 4(2) of the 1933 Act. Applicant states that 
the Short-term notes will have minimum 
denominations of $100,000, fixed maturities not 
longer than 270 days from the date of issuance, will 
not be renewable or extendable beyond 270 days 
either automatically or at the option of the issuer or 
holder, and will not be payable upon demand. 
Applicant also states that the Short-term notes and 
all future public issues of securities of Applicant in 
the United States shall have received prior to 
issuance one of the three highest investment grade 
ratings from at least one nationally recognized 
statistical rating organization and that its United 
States counsel shall have certified that such rating 
has been received; provided, however, that no such 
rating shall be required to be obtained if in the 
opinion of United States counsel (having taken into 
account for the purpose thereof the doctrine of 
integration as referred to in various releases and no- 
action letters made public by the Commission) an 
exemption from registration is available with respect 
to such issue pursuant to Section 4(2) of the 1933 
Act. Further, Applicant states that it will not sell the 
Short-term notes until it has received an opinion of 
its United States counsel to the effect that, under the 
circumstances of the proposed offering, the notes 
would be entitled to an exemption under Section 
3(a)(3) of the 1933 Act. Applicant does not request 
Commission review or approval of such opinion 
letter and the Commission expresses no opinion as 
to the availability of any such exemption. Applicant 
represents that the Notes will be sold only to 
institutional or other sophisticated investors, will be 
direct liabilities of Applicant and will rank pari passu 
among themselves and equally with all deposit 
liabilities of Applicant, other than deposits by the 
Government of Canada or a province thereof, and 
with all other unsecured, unsubordinated 
indebtedness of Applicant. The Notes will rank prior 
to subordinated indebtedness of Applicant and to 
claims of holders of Applicant’s common and 


888/SEC DOCKET 


preferred shares. The Short-term notes will be prime 
quality negotiable commercial paper and the 
proceeds of the Short-term notes will be used to 
finance current transactions. 


Applicant undertakes to ensure that the investment 
bankers with which it deals in the United States will 
provide to each offeree of the Short-term notes a 
memorandum describing the business of Applicant 
and containing a balance sheet and income 
statement of Applicant. Applicant states that such 
financial statements will be accompanied by a brief 
paragraph highlighting the differences between 
Canadian accounting principles and generally 
accepted accounting principles employed by United 
States companies. Such memoranda will be at least 
as comprehensive as those customarily used in 
commercial paper offerings in the United States and 
will be updated periodically to reflect material 
changes in Applicant’s financial status. With respect 
to the private placement of the Longer-term notes, 
Applicant undertakes to provide each offeree with 
disclosure documentation appropriate to secure an 
exemption under Section 4(2) of the 1933 Act, butin 
any event at least as comprehensive as the afore- 
mentioned memorandum. Applicant states that, 
from time to time, it may offer other securities (other 
than shares of its equity securities) for sale in the 
United States and undertakes that any offerings of 
such securities will be made only pursuant to a 
registration statement under the 1933 Act or 
pursuant to an applicable exemption from 
registration. In addition, any such offering will be 
made on the basis of appropriate disclosure 
documents which will be at least as comprehensive 
as those documents which will be used in the 
presently-proposed offerings. 


Applicant undertakes that it will appoint special 
United States counsel as its agent to accept service 
of process in any action based on the Notes and 
instituted in any state or federal court by the holder 
of any of the Notes. Applicant represents that with 
respect to such an action it will expressly accept the 
jurisdiction of any state or federal court in the City 
and State of New York and that such appointment of 
an authorized agent to accept service of process and 
such consent to jurisdiction will be irrevocable until 
all amounts due and to become due in respect of the 
Notes have been paid by Applicant. Applicant 
further undertakes, as to any future offering of its 
securities in the United States, to appoint an agent to 
accept any process which may be served in any 
action based on such securities and instituted in 
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any state or federal court by any holder of any such 
security and will expressly accept jurisdiction of any 
state or federal court in the City and State of New 
York in respect of any such action. Such 
undertakings shall be irrevocable as long as such 
securities remain outstanding and until all amounts 
due and to become due in respect of such securities 
have been paid. 


Section 3(a)(3) of the Act provides, in pertinent part, 
that an issuer which is engaged or proposes to 
engage in the business of investing, reinvesting, 
owning, holding, or trading in securities, and owns or 
proposes to acquire investment securities having a 
value exceeding 40 per centum of the value of such 
issuer's total assets (exclusive of Government 
securities and cash items) on an unconsolidated 
basis is an investment company. Applicant asserts 
that only if its commercial loans are considered to be 
“securities” within the meaning of Section 2(a)(36) 
of the Act could any question be raised concerning 
its status as an investment company as defined by 
the Act. 


Section 3(b)(2) of the Act provides, in pertinent part, 
that notwithstanding the definition of investment 
company contained in Section 3(a)(3) of the Act, an 
issuer is not an investment company if the 
Commission, upon application by such issuer, finds 
and by order declares it to be primarily engaged ina 
business other than that of investing, reinvesting, 
owning, holding or trading in securities. 


Applicant argues that even if its commercial loans 
are deemed to be securities, it would nevertheless 
be primarily engaged in a business or businesses 
other than that of investing, reinvesting, owning, 
holding or trading in securities. Accordingly, 
Applicant requests an order of the Commission 
pursuant to Section 3(b)(2) of the Act. Applicant 
submits that the commercial lending relationships 
between Applicant and its customers go far beyond 
the somewhat passive concept of investing in, 
owning, or holding the securities presumably 
represented by the loans. Applicant further submits 
that it will be engaged in a variety of traditional 
banking activities such as consumer and personal 
lending and that, therefore, Applicant is primarily 
engaged in a business or businesses other than that 
of investing, reinvesting, owning, holding, or trading 
in securities. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
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may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or 
classes of persons, securities, or transactions, from 
any provisions of the Act and of the rules thereunder, 
if and to the extent that such exemption is necessary 
or appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


Alternatively, Applicant requests an order pursuant 
to Section 6(c) of the Act exempting it from all 
provisions of the Act. Applicant asserts that it is 
requesting such an order of the Commission 
because of uncertainty concerning whether foreign 
banks would be defined as “investment companies” 
under the Act. Applicant submits that granting the 
requested exemption would benefit both Applicant 
and institutional and other sophisticated investors in 
the United States securities markets, and asserts 
that provisions of the Act are incompatible with the 
capital structure of Applicant as required by the 
Bank Act. Applicant further asserts that it is 
extensively regulated under the Bank Act by the 
Inspector General of Banks and the Bank of Canada, 
and that such regulation provides greater investor 
protection than do the provisions of the Act. 
Applicant also contends that it is a significantly 
different type of institution than an investment 
company and that the abuses which Congress 
intended to prevent through the Act do not arise in 
the course of Applicant’s bank operations. 
Applicant submits that based on all the facts and 
circumstances, granting a conditional exemptive 
order pursuant to Section 6(c) of the Act would be 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


Applicant has agreed to having any order granting its 
requested relief, pursuant to either Section 3(b)(2) 
or Section 6(c) of the Act, being conditioned upon 
Applicant complying with the above described 
understandings. regarding disclosure documents. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 30, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or 
he may request that he be notified ifthe Commission 
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shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or, in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued (pursuant to Section 6(c) 
of the Act) as of course following said date unless the 
Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11480/December 5, 1980 


In the Matter of 


SHEARSON DAILY DIVIDEND INC. 

SHEARSON GOVERNMENT AND AGENCIES INC. 
14 Wall Street 

New York, New York 10005 


(812-4728) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 


Shearson Daily Dividend Inc. and Shearson 
Government and Agencies Inc. (“Applicants”), 
registered under the Investment Company Act of 
1940 (“Act”) as open-end, diversified, management 
investment companies, filed an application on 
September 2, 1980, requesting an order, pursuant to 
Section 6(c) of the Act, exempting Applicants from 
the provisions of Section 2(a)(41) of the Act and 
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Rules 2a-4 and 22c-1 thereunder to the extent 
necessary to permit Applicants to value their 
respective portfolio securities using the amortized 
cost method of valuation. 


On November 7, 1980, a notice was issued 
(Investment Company Act Release No. 11436) ofthe 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemptions is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the 
provisions of Section 2(a)(41) of the Act and Rules 
2a-4 and 22c-1 thereunder, to the extent requested 
be, and hereby is, granted, effective forthwith, 
subject to the following conditions agreed to by 
Applicants: 


1. In supervising each Applicant’s operations and 
delegating special responsibilities involving 
portfolio management to each Applicant’s 
investment adviser, each Applicant’s board of 
directors undertakes—as a particular responsibility 
within the overall duty of care owed to its 
shareholders—to establish procedures reasonably 
designed, taking into account current market 
conditions and each Applicant’s investment 
objectives, to stabilize each Applicant’s net asset 
value per share, as computed for the purpose of 
distribution, redemption and repurchase, at $1.00 
per share. 


2. Included within the procedures to be adopted by 
the respective boards of directors shall be the 
following: 


(a) Review by each Applicant’s board of directors, as 
it deems appropriate and at such intervals as are 
reasonable in light of current market conditions, to 
determine the extent of deviation, if any, of the net 
asset value per share as determined by using 
available market quotations from the $1.00 
amortized cost price per share, and the 
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maintenance of records of such review. To fulfill this 
condition, each Applicant will use actual quotations 
or estimates of market value reflecting current 
market conditions selected by its board of directors 
in the exercise of its discretion to be appropriate 
indicators of value. The quotations or estimates 
utilized may include, inter alia, (1) quotations or 
estimates of market value for individual portfolio 
instruments, or (2) values obtained from yield data 
relating to classes of money market instruments 
furnished by reputable sources. 


(b) In the event such deviation from the $1.00 
amortized cost price per share exceeds 1/2 of 1 
percent, the board of directors will promptly 
consider what action, if any, should be initiated. 


(c) Where the board of directors believes the extent 
of any deviation from the fund’s $1.00 amortized 
cost price per share may result in material dilution or 
other unfair results to investors or existing 
shareholders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the extent 
reasonably practicable such dilution or unfair 
results, which may include: redemption of shares in 
kind; sale of portfolio instruments prior to maturity to 
realize capital gains or losses, or to shorten the 
fund’s average portfolio maturity; withholding 
dividends; or utilizing a net asset value per share as 
determined by using available market quotations. 


3. Each Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable net asset value per 
share; provided, however, that neither Applicant will 
(a) purchase any instrument with a remaining 
maturity at the date of acquisition of greater than one 
year, or (b) maintain a dollar-weighted average 
portfolio maturity which exceeds 120 days. In 
fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar-weighted 
average portfolio maturity in excess of 120 days, the 
affected fund will invest its available cash in sucha 
manner as to reduce its dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 


4. Each Applicant will record, maintain, and 
preserve permanently in an easily accessible place a 
written copy of the procedures (and any 
modifications thereto) described in paragraph 1 
above, and will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of its 
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board of directors’ considerations and actions taken 
in connection with the discharge of their 
responsibilities, as set forth above, to be included in 
the minutes of the board of directors’ meetings. The 
documents preserved pursuant to this condition 
shall be subject to inspection by the Commission in 
accordance with Section 31(b) of the Act, as if such 
documents were records required to be maintained 
pursuant to rules adopted under Section 31(a) ofthe 
Act. 


5. Each Applicant will limit its portfolio investments, 
including repurchase agreements, if any, to those 
United States dollar-denominated instruments 
which its board of directors determines present 
minimal credit risks, and which are of “high quality” 
as determined by any major rating service or, in the 
case of any instrument that is not rated, of 
comparable quality as determined by its board of 
directors. 


6. Each Applicant will include in each of its quarterly 
reports, as an attachment to Form N-1Q, astatement 
as to whether any action pursuant to condition 2(c) 
was taken during the preceding fiscal quarter and, if 
any such action was taken, will describe the nature 
and circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11481/December 5, 1980 


In the Matter of 

A.T.A. INDUSTRIES, INC. 

122-70 Nellis Street 

St. Albans, New York 11413 

(811-1956) 

NOTICE OF PROPOSAL TO TERMINATE 
REGISTRATION PURSUANT TO SECTION 8(f) OF 
THE INVESTMENT COMPANY ACT OF 1940 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
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Company Act of 1940 (“Act”), to declare by order on 
its own motion, that A.T.A. Industries, Inc. (“Fund”), 
a small business investment company registered 
under the Act as a closed-end, non-diversified, 
management investment company, has ceased to 
be an investment company as defined in the Act. 


Information in the files of the Commission indicates 
that the Fund was incorporated on July 17, 1974, 
under the laws of the State of New York, and filed a 
Notification of Registration as a closed-end, non- 
diversified, management investment company with 
the Commission on March 28, 1975. In addition, the 
Fund filed a registration statement (File No. 2- 
53165) pursuant to the Securities Act of 1933 in 
connection with a proposed public offering of shares 
of its capital stock. The 1933 Act registration 
statement was not made effective, and the Fund did 
not make a public offering of its securities. The Fund 
failed to respond to a notice under Rule 479 that the 
registration statement would be declared 
abandoned unless timely amended or withdrawn. 
Thus, the registration statement was declared 
abandoned by order on March 16, 1976. The Fund 
has never filed any of the periodic reports required 
by the Act. Thus, it appears that the Fund is not 
currently engaged in the business of an investment 
company. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company 
it shall so declare by order, which may be made upon 
appropriate conditions if necessary for the 
protection of investors, and upon the taking effect of 
such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 29, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon the Fund at the address stated above. 
Proof of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
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temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of this matter will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11482/December 8, 1980 


In the Matter of 
NEW YORK LIFE FUND, INC. 


372 Park Avenue South 
New York, N.Y. 10010 


(812-4738) 


NOTICE OF FILING OF AN APPLICATION 
PURSUANT TO SECTION 6(c) OF THE ACT FOR AN 
ORDER AMENDING AN EXISTING ORDER OF 
EXEMPTION FROM THE PROVISIONS OF SECTION 
17(f) OF THE ACT AND RULE 17f-2 THEREUNDER 


NOTICE IS HEREBY GIVEN that New York Life Fund, 
Inc. (“Fund” or “Applicant”), a diversified open-end 
management investment company registered under 
the Investment Company Act of 1940 (“Act”) has 
filed an application pursuant to Section 6(c) of the 
Act for an Order amending an existing order which 
granted an exemption from the provisions of Section 
17(f) of the Act and Rule 17f-2 thereunder. All 
interested persons are referred to the application on 
file with the Commission for a statement of the facts 
and representations contained therein, which are 
summarized below. 


The Fund was incorporated in the State of New York 


on December 24, 1969. Shares of the Fund are sold 
to separate accounts established by New York Life 
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Insurance Company (“New York Life” or the 
“Company”) for individual variable annuity 
contracts (“IVA”) sold by the Company. Additionally, 
shares of the Fund may be sold to other separate 
accounts of the Company as well as to the Company 
itself and organizations approved by it. No shares of 
the Fund have yet been sold other than to the IVA 
separate accounts and Applicant states that there is 
no intention of selling Fund shares to any other 
purchasers. 


Section 17(f) 


Section 17(f) of the Act provides, in pertinent part, 
that every registered management company shall 
place and maintain its securities and similar 
investments in the custody of (1) a bank having the 
qualifications prescribed in Paragraph 1 of Section 
26(a) for trustees of unit investment trusts; (2) a 
company which is a member of a national securities 
exchange as defined in the Securities Exchange Act 
of 1934; or (3) such registered company, but only in 
accordance with such rules and regulations or 
orders as the Commission may from time to time 
prescribe for the protection of investors. 


Rule 17f-2 provides, among other things, that such 
assets be placed in a bank subject to the 
requirements of the rule, one of which limits the 
persons who shall have access to such assets to only 
certain specific individuals. 


It is proposed that the Fund will deposit with the 
Manufacturers Hanover Trust Company (the 


“Bank”) publicly held stocks, notes, bonds, 
debentures and other similar evidences of 
indebtedness of private corporate and public issues 
now owned or subsequently purchased by the Fund, 
such issues to be registered in the nominee name of 
the Bank or, if eligible, deposited by the Bank in the 
Depository Trust Company (“DTC”) and registered in 
the latter’s nominee name. The Bank is one having 
the qualifications prescribed in Paragraph (1) of 
Section 26(a) of the Act and DTC is aclearing agency 
registered with the Commission under Section 17A 
of the Securities Exchange Act of 1934. 


On April 30, 1971 the Fund obtained an Order of the 
Commission (I.C. Rel. 6499) which, among other 
things, permitted the Company to act as custodian of 
these securities and other similar investments of the 
Fund and, to the extent necessary, to permit 
authorized representations of the Superintendent of 
Insurance of the State of New York, of other state 
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insurance authorities, and of the National 
Association of Insurance Commissioners (“NAIC”) 
to have access to such securities and other similar 
Fund investments maintained in the custody of New 
York Life. 


The Applicant requests modification of such Order 
and a further exemption from Section 17(f) and Rule 
17f-2 thereunder, to the extent necessary, to permit 
the Fund to maintain its securities and similar 
investments in the custody of a qualified Bank and to 
permit such authorized representatives of state 
insurance authorities and of NAIC to have access to 
such securities and other investments of Applicant. 
In addition, Applicant states that modification of 
such Order is requested to permit access to such 
securities and investments on behalf of the Fund 
only by two or more officers or responsible 
employees of the Company or Fund, acting jointly, at 
least one of whom would be an officer from a group of 
ten officers and employees of the Company or of the 
Fund designated by resolution(s) of the Board of 
Directors of the Fund. 


In support of its requested exemption from Section 
17(f) and Rule 17f-2 thereunder, Applicant states 
that the Company is an insurance company subject 
to extensive and detailed supervision and regulation 
by the Superintendent of Insurance of the State of 
New York as well as the insurance authorities of 
other states. The Applicant further states that the 
vault maintained by the Company is comparable to 
vaults maintained in most banks. In addition, access 
to the securities and similar investments may be had 
on behalf of the Fund only by two or more officers or 
responsible employees of New York Life or the Fund, 
acting jointly, at least one of whom would be an 
officer from a group of the officers and employees of 
New York Life or the Fund, designated by a resolution 
of the Board of Directors of the Fund. The affairs of 
the Fund are audited annually by independent 
certified public accountants who make, on a 
surprise basis, such checks and verifications of 
securities held in the vaults as they deem necessary. 
New York Life, as custodian for securities and similar 
investments of the Fund, segregates such securities 
and similar investments at all times from those of 
any other person including New York Life. Similarly, 
the Bank intends to hold such securities in custody 
for the Fund separate and apart from other securities 
and assets deposited with the Bank, in its capacity as 
custodian, or otherwise held by the Bank for its own 
account. 
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The application further states that it is contemplated 
that all or substantially all of the Fund’s securities 
which are currently in the custody of New York Life 
will be deposited with the Bank. In certain instances, 
however, New York Life may maintain custody with 
regard to certain securities, primarily those which 
are ineligible for deposit by the Bank with DTC. It is 
anticipated that substantially all of the Fund’s 
securities and investments will qualify for the DTC 
system which accepts most public issues. It is 
permissible, however, for the Fund to invest in non- 
public issues, leasehold interests in real estate and 
short-term obligations which cannot be handled by 
DTC. Accordingly, it will be necessary for New York 
Life to continue to act as custodian for the Fund with 
regard to any securities not deposited with the Bank 
or any other custodian. 


Section 6(c) of the Act provides that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any persons 
or transactions from any provision or provisions of 
the Act, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and 
purposes fairly indicated by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 5, 1981 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his or her interest, the 
reason for such request and the issues of fact or law 
proposed to be controverted, or he or she may 
request that they be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicant at the address stated above. 
Proof of such service (by affidavit or in case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. At any time after 
January 5, 1981, as provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an 
order disposing of the application herein may be 
issued by the Commission upon the basis of the 
information stated in said application unless an 
order for hearing upon said application shall be 
issued upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive notice of 
further developments in this matter, including the 
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date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11483/December 9, 1980 


In the Matter of 


SCUDDER CASH INVESTMENT TRUST 
SCUDDER MANAGED RESERVES, INC. 
SCUDDER, STEVENS & CLARK 
SCUDDER FUND DISTRIBUTORS, INC. 
FIDUCIARY TRUST COMPANY 
ROBERT H. GARDINER 

175 Federal Street 

Boston, Massachusetts 02110 


and 


WORCESTER COUNTY NATIONAL BANK 
446 Main Street 
Worcester, Massachusetts 01608 


(812-4757) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM THE 
PROVISIONS OF SECTION 17(a) OF THE ACT AND 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER PERMITTING 
PARTICIPATION IN THE PROPOSED TRANSACTION 


Scudder Cash Investment Trust (“Trust”) and 
Scudder Managed Reserves, Inc. (“Reserves”) 
(hereinafter referred to as the “Funds”), each 
registered under the Investment Company Act of 
1940 (‘Act’) as a diversified, open-end 
management investment company; Scudder, 
Stevens & Clark (“Scudder”) and Scudder Fund 
Distributors, Inc. (“Distributor”), the investment 
adviser and principal underwriter of the Funds, 
respectively; Fiduciary Trust Company 
(“Fiduciary”), Worcester County National Bank 
(“Worcester”) and Robert H. Gardiner (‘‘Mr. 
Gardiner’) (Funds, Scudder, Distributor, Fiduciary, 
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Worcester and Mr. Gardiner are referred to 
collectively as “Applicants”) filed an application on 
October 29, 1980, and an amendment thereto on 
November 12, 1980, pursuant to Section 17(b) of 
the Act for an order of the Commission exempting 
from the provisions of Section 17(a) of the Act the 
proposed acquisition of the assets of Reserves by 
Trust, and for an order pursuant to Section 17(d) of 
the Act and Rule 17d-1 thereunder permitting the 
Applicants to participate in the proposed 
transaction. 


On November 14. 1980, a notice was issued 
(Investment Company Act Release No. 11443) ofthe 
filing of said application. The notice gave interested 
persons an opportunity to request a hearing, and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found, on 
the basis of the information contained in the 
application, that the terms of the proposed 
transaction, including the consideration to be paid 
or received, are reasonable and fair and do not 
involve overreaching on the part of any person 
concerned, and that the proposed transaction is 
consistent with the respective policies of the Funds 
and with the provisions and general purposes of the 
Act. It is also found that the participation of each of 
the Funds in the proposed transaction is consistent 
with the provisions, policies and purposes of the Act 
and that neither Reserves’ nor Trust's participation is 
on a basis less advantageous than that of any other 
participant. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed acquisition of the assets of 
Reserves by Trust be, and hereby is, exempted from 
the provisions of Section 17(a) of the Act, effective 
forthwith, and 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that said 
application to permit the joint participation of the 
Applicants in the proposed transaction be, and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 

Management, pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11484/December 10, 1980 


In the Matter of 


PUTNAM CONVERTIBLE FUND, INC. 
PUTNAM INTERNATIONAL EQUITIES FUND, INC. 
THE GEORGE PUTNAM FUND OF BOSTON 
THE PUTNAM GROWTH FUND 

PUTNAM HIGH YIELD TRUST 

THE PUTNAM INCOME FUND, INC. 
PUTNAM INVESTORS FUND, INC. 
PUTNAM OPTION INCOME TRUST 
PUTNAM TAX EXEMPT INCOME FUND 
PUTNAM VISTA FUND, INC. 

PUTNAM VOYAGER FUND, INC. 

PUTNAM FUND DISTRIBUTORS, INC. 

265 Franklin Street 

Boston, MA 02110 


and 


CHEMICAL FUND, INC. 
SURVEYOR FUND, INC. 
61 Broadway 

New York, NY 10006 


(812-2280) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
AMENDING CERTAIN ORDERS OF EXEMPTION 
FROM SECTION 22(d) OF THE ACT AND RULE 22d-1 
THEREUNDER 


Putnam Convertible Fund, Inc., Putnam 
International Equities Fund, Inc., The George 
Putnam Fund of Boston, The Putnam Growth Fund, 
Putnam High Yield Trust, The Putnam Income Fund, 
Inc., Putnam Investors Fund, Inc., Putnam Option 
Income Trust, Putnam Tax Exempt Income Fund, 
Putnam Vista Fund, Inc., Putnam Voyager Fund, Inc., 
Chemical Fund, Inc., and Surveyor Fund, Inc., 
diversified, open-end, management investment 
companies registered under the Investment 
Company Act of 1940 (“Act”), and Putnam Fund 
Distributors, Inc., (collectively, “Applicants”), filed 
an application on April 11, 1980, with an 
amendment thereto on August 1, 1980, for an order, 
pursuant to Section 6(c) of the Act amending the 
following orders of exemption from Section 22(d) of 
the Act and Rule 22d-1 thereunder: Putnam 
Convertible Fund, Inc., et al., Investment Company 
Act Release No. 9794 (June 2, 1977); Putnam 
Convertible Fund, Inc., et al., Investment Company 
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Act Release No. 9918 (Sept. 7, 1977); Putnam 
Convertible Fund, Inc., et al., Investment Company 
Act Release No. 10535 (Dec. 22, 1978). 


On November 6, 1980, a notice (Investment 
Company Act Release No. 11434) was issued of the 
filing of said application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for amendment of certain orders 
of exemption from Section 22(d) of the Act and Rule 
22d-1 thereunder specified in the application, tothe 
extent requested, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11485/December 10, 1980 


In the Matter of 


UNITED CASH MANAGEMENT, INC. 
One Crown Center 

P.O. Box 1343 

Kansas City, Missouri 64141 


(812-4740) 

ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
AMENDING PRIOR ORDER EXEMPTING APPLICANT 
FROM THE PROVISIONS OF RULES 2a-4 AND 22c-1 
UNDER THE ACT 


On September 30, 1980, a notice was issued 
(Investment Company Act Release No. 11380) of an 
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application filed on August 7, 1980, by United Cash 
Management, Inc. (“Applicant”), an open-end, 
diversified investment company registered under 
the Investment Company Act of 1940 (“Act”) for an 
order, pursuant to Section 6(c) of the Act, amending 
a prior order (Investment Company Act Release No. 
10783) (“Prior Order”) exempting Applicant from 
the provisions of Rules 2a-4 and 22c-1 underthe Act. 
The application requested that the Prior Order be 
amended to read as follows: 


(3) Applicant will limit its portfolio investments, 
including repurchase agreements, to those 
instruments which are denominated in U.S. dollars 
and which the Board of Directors of Applicant 
determines present minimal credit risks, and which 
are of high quality as determined by any major rating 
service or, in the case of any instrument that is not 
rated, of comparable quality as determined by the 
Board of Directors. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the matter would be issued unless a hearing 
should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the requested amendment to the 
Prior Order is appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act 
that the requested amendment to the Prior Order be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11486/December 10, 1980 


In the Matter of 


WESTDEUTSCHE LANDESBANK GIROZENTRALE 
Friedlichstrasse 56 

4000 Duesseldorf 1 

Federal Republic of Germany 


(812-4725) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT 


NOTICE IS HEREBY GIVEN that Westdeutsche 
Landesbank Girozentrale (“Applicant”) filed an 
application on August 29, 1980, and an amendment 
thereto on November 6, 1980, for an order of the 
Commission pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”) exempting 
Applicant from all provisions of the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it was formed in 1969 as a 
result of the merger of two banks established in the 
nineteenth century and that it is incorporated by 
special act of the State of North-Rhine Westphalia, 
one of the eleven States constituting the Federal 
Republic of Germany. It is the third largest bank in 
the Federal Republic of Germany and is among the 
top twenty largest banks in the world. At December 
31, 1979, it had assets of approximately $54.58 
billion and a paid-in capital of $565,980,000. Its 
capital has been contributed by the State of North- 
Rhine Westphalia and various regional authorities 
and banking associations. These contributors are in 
effect Applicant’s stockholders. In addition to its 
head office at Friedrichstrasse 56, 4000 Duesseldorf 
1, Federal Republic of Germany, Applicant has 
branches and wholly-owned subsidiaries in the 
Federal Republic of Germany, wholly-owned 
subsidiaries in Luxembourg and Hong-Kong and 
branches in London, Tokyo, New York and the 
Cayman Islands. The New York branchis licensed by 
the State of New York and is located at 450 Park 
Avenue, New York, New York 10022. 


Applicant states that it performs all the functions of a 
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typical commercial bank. At December 31, 1979, 
deposits comprised approximately 52.4% and 
bonds and notes 40.3% of Applicant's total liabilities. 
Approximately 75.7% of its deposits are from 
German individuals or entities. On the same date, 
loans constituted 86.7% of Applicant’s total assets 
and interest on such loans accounted for 
approximately 65% of its gross income. 
Approximately 88.4% of these loans were extended 
to German individuals or entities. 


Applicant states that, in addition to its deposit and 
lending business, it is engaged in providing a wide 
range of banking services such as leasing and 
factoring, investment and portfolio management, 
corporate analysis and advisory services. In 
addition, Applicant participates in various 
investment banking activities. Applicant also serves 
as a state and municipal bank for the State of North- 
Rhine Westphalia and its municipalities, and as 
clearing bank for all savings banks located in North- 
Rhine Westphalia. 


Applicant represents that it is extensively regulated 
pursuant to German banking laws which provide for 
supervision by the Bundesaufsichtsamt fuer das 
Kreditwesen (‘Federal Banking Supervisory 
Authority”), the Deutsche Bundesbank (German 
Central Bank) and by the State of North-Rhine 
Westphalia. Applicant states that such entities 
regulate its capital reserves, liquidity and loans. 
Applicant states that it must report regularly to the 
Federal Bank Supervisory Authority which may 
conduct on-site examinations and impose _ wide- 
ranging sanctions for violations of banking 
regulations. In addition, pursuant to the 
International Banking Act of 1978, Applicant is 
subject to supervision and regulation by the United 
States Federal Reserve Board. 


Applicant also states that its non-bank depositors 
are protected by a Sicherheitsreserve (Guaranty 
Fund) and that the Liquiditaets-Konsortialbank 
GmbH (Liquidity Consortium Bank) would support 
Applicant in case of a liquidity squeeze. 


Applicant proposes to issue and sell unsecured 
prime quality commercial paper (the “Notes”) 
denominated in United States dollars, in order to 
provide an alternative source of supply of United 
States dollars which supplement United States 
dollars currently obtained by Applicant in the 
Eurodollar market. It is stated that under this 
proposal no Note will be in a denomination smaller 
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than $100,000. The Notes will be issued and sold by 
Applicant to a commercial paper dealer in the 
United States which will reoffer the Notes as 
principal to investors in the United States. Applicant 
represents that it does not currently intend to sell the 
Notes in the United States in excess of an aggregate 
of $500 million at any one time outstanding. 


Applicant states that it undertakes to ensure thatthe 
Notes will not be advertised or otherwise offered for 
sale to the general public, but instead will be sold by 
a registered United States securities dealer to 
institutional investors and other entities and 
individuals who normally purchase commercial 
paper notes. Applicant also states that it undertakes 
to ensure that each offeree of the Notes will receive 
prior to purchase a memorandum which briefly 
describes Applicant’s business and includes its 
most recent publicly available annual financial 
statements, which shall have been audited in 
accordance with German accounting principles. 
Applicant represents that such memorandum will 
describe any material differences between 
accounting principles applied in the preparation of 
such financial statements and “generally accepted 
accounting principles” employed by United States 
banks. Applicant states that such memorandum will 
be at least as comprehensive as those customarily 
used in offering commercial paper in the United 
States and will be updated promptly to reflect 
material changes in Applicant’s financial condition. 


Applicant represents that the terms of the Notes, 


including their maturity and minimum 
denomination, the amount outstanding at any given 
time, and their manner of offering to investors, will 
be such as to qualify them for the exemption from 
registration provided for certain short-term 
commercial paper by Section 3(a)(3) of the 
Securities Act of 1933 (“1933 Act”). Applicant states 
further that the Notes will be prime quality, 
negotiable commercial paper of a type eligible for 
discount by Federal Reserve Banks and will arise out 
of, or the proceeds of which will be used for, current 
transactions. Applicant states that the Notes will 
contain no provision for payment on demand, 
extension, renewal or automatic roolover either at 
the option of Applicant or the holder. Applicant 
asserts that, as a consequence, it will not be required 
to register the Notes under the 1933 Act. 


Applicant represents, in addition, that it will not 


issue and sell the Notes until it has received an 
opinion of its United States legal counsel to the effect 
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that, under the circumstances of the proposed 
offering, the Notes would be entitled to the 
exemption provided by Section 3(a)(3) of the 1933 
Act. Applicant states that it does not request 
Commission review or approval of United States 
counsel's opinion letter regarding the availability of 
an exemption under Section 3(a)(3) of the 1933 Act 
and the Commission expresses to opinion as to the 
availability of any such exemption. Applicant further 
represents that it is not subject to the reporting 
requirements of the Securities Exchange Act of 1934 
and will not become subject to such requirements in 
connection with the issuance of sale of the Notes. 


Applicant also represents that the currently 
proposed issue of securities and all future issues of 
securities will have received prior to issuance one of 
the three highest investment grades from at least 
one nationally-recognized statistical rating 
organization and that its United States counsel will 
have certified that such rating has been received. 


Applicant asserts that the Notes will rank pari passu 
among themselves and equally with all other of its 
unsecured indebtedness (including liabilities to 
depositors) and will rank prior to its equity securities. 


In addition, the State of North-Rhine Westphalia and 
Applicant’s other shareholders will be guarantors of 
Applicant’s obligation under these Notes inasmuch 
as they are jointly and severably liable for the 
obligations of Applicant if, and only if, Applicant’s 
assets are insufficient to satisfy such obligations. 
Applicant undertakes to notify holders of the Notes 
of such guarantee in case of any default in payment 
on the Notes by Applicant. 


Applicant states that it will appoint a bank in the 
United States as its authorized agent to issue the 
Notes from time to time. Applicant also states that it 
will appoint either such bank or the Commission to 
accept any process which may be served in any 
action based on the Notes and instituted by the 
holder of any Note in any state or federal court. 
Applicant further states that it will expressly accept 
the jurisdiction of any state or federal court in the 
City and State of New York in respect of any such 
action, and that such appointment of an authorized 
agent to accept service of process and such consent 
to jurisdiction will be irrevocable until all amounts 
due and to become due in respect of the Notes have 
been paid by Applicant. Applicant represents that it 
will also be subject to suit in any other court in the 
United States which would have jurisdiction 
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because of the manner of the offering of the Notes or 
otherwise, but that its authorized agent will not have 
any responsibilities or duties to act for such holders 
as would a trustee. 


Applicant states that it may, from time to time, offer 
other debt securities, but not including shares of its 
capital stock, for sale in the United States. Applicant 
represents that any such future offering of its 
securities in the United States will be done on the 
basis of disclosure documents at least as 
comprehensive in their description of Applicant, its 
business and its financial condition as those 
customarily used in United States offerings of such 
securities and undertakes to ensure that each 
offeree of such securities will be provided with such 
disclosure documents. Applicant states, in 
connection with any future offering in the United 
States of its securities, that it will appoint an agent to 
accept any process which may be served in any 
action based on any such security and instituted in 
any state or federal court by the holder of any such 
security. Applicant further represents that it will 
expressly accept the jurisdiction of any state or 
federal court in the City and State of New York in 
respect of any such action, and that such 
appointment of an agent to accept service of process 
and such consent to jurisdiction will be irrevocable 
so long as such securities remain outstanding and 
until all amounts due and to become due in respect 
of such securities have been paid. Applicant states 
that it will also be subject to suit in any other courtin 
the United States which would have jurisdiction 
because of the manner of the offering of such 
securities or otherwise. Applicant consents to having 
any order granting the relief requested under 
Section 6(c) of the Act expressly conditioned upon 
its compliance with its undertakings regarding 
disclosure documents. 


Section 3(a)(3) of the Act defines investment 
company to mean any issuer which is engaged or 
proposes to engage in the business of investing, 
reinvesting, owning, holding, or trading in securities, 
and owns or proposes to acquire investment 
securities having a value exceeding 40 per centum 
of the value of such issuer's total assets (exclusive of 
government securities and cash items) on an 
unconsolidated basis. 


Applicant requests an order pursuant to Section 
6(c) of the Act exempting it from all provisions of the 
Act. Section 6(c) provides that the Commission, by 
order upon application, may exempt any person 
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from the provisions of the Act if and to the extent that 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Applicant states that 
it is applying to the Commission because of 
uncertainty whether or not foreign commercial 
banks would be defined as “investment companies” 
under the Act. 


Applicant contends that approval of its application is 
both necessary and appropriate in the public 
interest. Because compliance with the Act would 
conflict with its commercial banking practices, 
Applicant would effectively be precluded from 
selling securities in the United States if it is required 
to register as an investment company. Without an 
exemption, Applicant would be denied access to the 
only dollar-denominated commercial market in 
existence, and investors in the United States who 
would be precluded from purchasing securities 
issued by foreign banks, would be denied access to 
an increasingly important segment of the short- 
term, prime quality securities available for purchase 
on the international market. 


Applicant maintains that foreign banks have a 
particular need for access to the United States 
securities markets which goes beyond that for 
foreign issuers generally. It is stated that because of 
the development of the large Eurodollar market, 
major foreign banks which deal in that market need 
a source of dollars in the event of even a short 
disruption in the market. Applicant asserts that an 
exemption pursuant to Section 6(c) could make an 
important contribution to the stability of the 
international financial markets. Applicant asserts 
that its activities are extensively regulated by the 
German banking authorities and that the limitations 
imposed by German laws afford substantial 
protection to investors in debt securities. Finally, 
Applicant claims that a commercial bank, such as 
itself, is substantially different from the typical 
investment company that Congress intended the Act 
to regulate, and that Applicant’s activities do not 
lend themselves to the abuses which the provisions 
of the Act were designed to prevent. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 5, 1981, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his or her interest, the 
reasons for such request and the issues, if any, of his 
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or her interest, the reasons for such request and the 
issues, if any, of fact or law proposed to be 
controverted, or he or she may request that he or she 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein wil! be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11487/December 11, 1980 


In the Matter of 


ROWE PRICE NEW HORIZONS FUND, INC. 
100 East Pratt Street 
Baltimore, Maryland 21202 


(812-4706) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19) 


On November 17, 1980, a notice was issued 
(Investment Company Act Release No. 11445) of an 
application filed on July 28, 1980, and an 
amendment thereto on November 12, 1980, by 
Rowe Price New Horizons Fund, Inc. (“Applicant”), a 
no-load, open-end, diversified management 
investment company registered under the 
Investment Company Act of 1940 (“Act”), 
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requesting an order of the Commission pursuant to 
Section 6(c) of the Act declaring that Paul M. Wythes 
shall not be considered an “interested person” of the 
Applicant or its investment adviser, T. Rowe Price 
Associates, Inc., as defined in Section 2(a)(19) ofthe 
Act by reason of his statute as a limited partner of 
Hambrecht & Quist, a California limited partnership 
registered as a broker-dealer under the Securities 
Exchange Act of 1934. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policies and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the requested exemption from the provisions of 
Section 2(a)(19) of the Act be, and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11488/December 11, 1980 


In the Matter of 


INVESTORS MUTUAL, INC. 

INVESTORS STOCK FUND, INC. 
INVESTORS SELECTIVE FUND, INC. 
INVESTORS VARIABLE PAYMENT FUND, INC. 
IDS NEW DIMENSIONS FUND, INC. 

IDS PROGRESSIVE FUND, INC. 

IDS GROWTH FUND, INC. 

IDS BOND FUND, INC. 

IDS CASH MANAGEMENT FUND, INC. 
IDS TAX-EXEMPT BOND FUND, INC. 

IDS HIGH YIELD TAX-EXEMPT FUND, INC. 
IDS TAX-FREE MONEY FUND, INC. 
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1000 Roanoke Building 
Minneapolis, Minnesota 55402 


and 


INVESTORS DIVERSIFIED SERVICES, INC. 
IDS Tower 
Minneapolis, Minnesota 55402 


(812-4403) 


ORDER AMENDINGA PREVIOUS ORDER GRANTING 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) AND RULE 22d-1 THEREUNDER PURSUANT 
TO SECTION 6(c) OF THE ACT AND PERMITTING 
OFFERS OF EXCHANGE PURSUANT TO SECTION 
11(a) OF THE ACT 


Investors Mutual, Inc., Investors Stock Fund, Inc., 
Investors Variable Payment Fund, Inc., Investors 
Selective Fund, Inc., IDS New Dimensions Fund, 
Inc., IDS Progressive Fund, Inc., IDS Growth Fund, 
Inc., IDS Cash Management Fund, Inc. (“Cash 
Management”), IDS Tax-Exempt Bond Fund, Inc., 
IDS Bond Fund Inc., IDS High Yield Tax-Exempt 
Fund, Inc., and IDS Tax-Free Money Fund, Inc. (“Tax- 
Free Money Fund”) (collectively referred to as “the 
Funds”), open-end, management investment 
companies registered under the Investment 
Company Act of 1940 (“Act”), and Investors 
Diversified Services, Inc., each Fund’s investment 
adviser and principal underwriter (collectively 
referred to with the Funds as “Applicants”), filed an 
application on September 18, 1980, and an 
amendment thereto on October 20, 1980, 
requesting an order of the Commission amending an 
earlier order of the Commission dated April 11, 1980 
(Investment Company Act Release No. 11128), 
which earlier order amended other orders of the 
Commission (See Investment Company Act Release 
No. 9807, June 7, 1977; Investment Company Act 
Release No. 10742, June 20, 1979; Investment 
Company Act Release No. 10954, November 27, 
1979). These earlier orders, pursuant to Section 
11(a) of the Act, permitted offers of exchange to be 
effected among the Funds on a basis other than each 
Fund's relative net asset value per share at the time 
of exchange and, pursuant to Section 6(c) of the Act, 
exempted such exchanges from the provisions of 
Section 22(d) of the Act and Rule 22d-1 thereunder. 
The amended order extends the exchange offer to 
shareholders of Cash Management and Tax-Free 
Money Fund, according to certain specified terms. 
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On November 7, 1980, a notice (Investment Act 
Release No. 11435) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemptions is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Sections 6(c) and 11 of 
the Act, that the application for amendment of the 
Commission’s order dated April 11, 1980, contained 
in Investment Company Act Release No. 11128 to 
the extent requested, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11489/December 11, 1980 


In the Matter of 


THE CYPRUS CORPORATION 

THE RET INCOME FUND INCORPORATED 
GPM REIT MANAGERS, INC. 

GARDNER AND PRESTON MOSS, INC. 
JOHN L. GARDNER 

ROBERT F. BIRCH 

One Winthrop Square 

Boston, Massachusetts 02110 


and 

J. B. FUQUA 

J. B. FUQUA FOUNDATION, INC. 
3800 First National Bank Tower 
Atlanta, Georgia 30383 


(812-4697) 
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ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING CERTAIN PROPOSED TRANSACTIONS 
FROM THE PROVISIONS OF SECTION 17(a) OF THE 
ACT AND PURSUANT TO SECTION 17(d) OF THE 
ACT AND RULE 17d-1 THEREUNDER PERMITTING 
CERTAIN PROPOSED TRANSACTIONS 


On October 22, 1980, a notice was issued 
(Investment Company Act Release No. 11409) of an 
application of The Cyprus Corporation (“Cyprus”). 
The RET Income Fund Incorporated (“RET”), GPM 
REIT Managers, Inc. (the “RET Adviser’), Gardner 
and Preston Moss, Inc. (“Gardner”), John L. Gardner 
(“Mr. Gardner”), Robert F. Birch (“Mr. Birch”), J. B. 
Fuqua (“Mr. Fuqua’), ana J. B. Fuqua Foundation, 
Inc. (the “Foundation”) (collectively, “Applicants”), 
filed on June 26, 1980, and amended on September 
18, and October 17, 1980, for an order: (1) pursuant 
to Section 17(b) of the Investment Company Act of 
1940 (“Act”), exempting from the provisions of 
Section 17(a) of the Act, in connection with the 
proposed merger of RET with and into Cyprus, the 
issuance by Cyprus to Mr. Fuqua and the Foundation 
of shares of its common stock in exchange for shares 
of common stock of RET, and the issuance by Cyprus 
to Gardner, Mr. Gardner and Mr. Birch of shares of its 
common stock and preferred stock in exchange for 
shares of common stock and preferred stock of RET; 
and (2) pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder, permitting Gardner to sell, and 
Mr. Fuqua to purchase, 88 percent of the stock of the 
RET Adviser (the “Share Purchase Transaction”); 
permitting Mr. Fuqua to contribute to Cyprus at no 
cost to Cyprus, and Cyprus to accept, the assets of 
the RET Adviser following the Share Purchase Trans- 
action; permitted the RET Adviser to serve as 
investment adviser to RET during the period 
between the closing date of the merger and the 
effective date of the merger following approval of an 
investment advisory agreement between the RET 
Adviser and RET (the “New RET Advisory 
Agreement”); and permitting Gardner to serve as 
investment adviser to Cyprus following approval of 
an investment advisory agreement between Gardner 
and Cyprus (the “GPM Advisory Agreement”). 


The riotice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued unless a hearing 
should be ordered. On November 17, 1980, Kemper 
Investors Life Insurance Company, holder of 1,000 
shares of RET preferred stock, filed a request for 
hearing with respect to the application. That request, 
however, was subsequently withdrawn after Kemper 
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sold its RET preferred stock, and the Commission 
has not ordered that a hearing be held with respect to 
this matter. 


The matter has been considered and it is found that 
the terms of the proposed transactions, including 
the consideration to be paid or received, are 
reasonable and fair and do not involve overreaching 
on the part of any person concerned, and that the 
proposed transactions are consistent with the 
respective policies of Cyprus and RET and with the 
general purposes of the Act. It is also found that the 
participation of Cyprus in the Share Purchase 
Transaction and the participation of RET and Cyprus 
in the New RET Advisory Agreement and the GPM 
Advisory Agreement, respectively, is consistent with 
the provisions, policies and purposes of the Act and 
is not on a basis less advantageous than that of any 
other participant. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the issuance by Cyprus in connection with the 
proposed merger of RET with and into Cyprus to Mr. 
Fuqua and the Foundation of shares of its common 
stock in exchange for shares of common stock of 
RET, and the issuance by Cyprus to Gardner, Mr. 
Gardner and Mr. Birch of shares of its common stock 
and preferred stock in exchange for shares of 
common stock and preferred stock of RET be, and 
hereby is, exempted from the provisions of Section 
17(a) of the Act, effective forthwith, and 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that the 
application to permit the Share Purchase 
Transaction; to permit Mr. Fuqua to contribute to 
Cyprus at no cost to Cyprus, and Cyprus to accept, 
the assets of the RET Adviser following the Share 
Purchase Transaction; to permit the RET Adviser to 
serve as investment adviser to RET during the period 
between the closing date of the merger and the 
effective date of the merger following approval of the 
New RET Advisory Agreement; and to permit 
Gardner to serve as investment adviser to Cyprus 
following approval of the GPM Advisory Agreement 
be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 9252/December 5, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
AIRCRAFT INSTRUMENT AND DEVELOPMENT, INC. 
(United States District Court for the District of 
Columbia, Civil Action No. 80-2498) 


The Commission announced today that on 
November 28, 1980, the United States District Court 
for the District of Columbia entered a Final 
Judgment of Permanent Injunction against Aircraft 
Instrument and Development, Inc. (“Aircraft”) of 
Wichita, Kansas, restraining and enjoining Aircraft 
from failing to file timely periodic reports and 
ordering it to comply with certain undertakings. 
Aircraft, consenting to the entry of the Court’s 
judgment admitted that it had filed reports in an 
untimely manner on 13 separate occasions. The 
Commission’s Complaint was filed on September 
30, 1980. 


The Complaint had alleged that Aircraft, as part of a 
continuing course of violative conduct extending 
over several years, failed to file timely with the 
Commission certain Annual and Quarterly Reports 
required to have been filed. Aircraft has agreed to 
adopt certain procedures to assure timely filing of 
reports required to be filed under the Securities 
Exchange Act of 1934. 
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Litigation Release No. 9253/December 5, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
COVINGTON BROTHERS TECHNOLOGIES, 80 Civil 
6826 (S.D.N.Y.) (CWP) 


Stephen L. Hammerman, Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced that on December 3, 1980, 
the Commission filed a civil injunctive action in the 
United States District Court for the Southern District 
of New York seeking to enjoin the following 
defendants from future violations of the registration, 
manipulation, anti-fraud and beneficial ownership 
reporting provisions of the federal securities laws as 
follows: 


(1) Covington Brothers Technologies (“CBT”), a 
California corporation which also does business as 
Covington Technologies—Section 17(a) of the 
Securities Act of 1933 (“Securities Act); 


(2) Loran D. Covington (“Loran Covington”), of 
Fullerton, California, chief executive officer and a 
director of CBT—Sections 5(a), 5(c) and 17(a) ofthe 
Securities Act and Section 10(b) of the Securities 
Exchange Act of 1934 (“Exchange Act”) and Rule 
10b-5 thereunder; 


(3) Robert V. Gibson (“Gibson”), of Newport Beach, 
California, an attorney and former director of the 
Presley Companies (“Presley”)—Sections 5(a), 5(c) 
and 17(a) of the Securities Act, and Sections 10(b), 
13(d) and 16(a) of the Exchange Act and Rules 10b- 
5, 13d-1, 13d-2 and 16a-1 thereunder; 


(4) Frank L. Mace (“Frank Mace”), of New York, New 
York and Newport Beach, California, a financial 
consultant—Sections 5(a), 5(c) and 17(a) of the 
Securities Act, Sections 9(a)(2), 10(b) and 13(d) of 
the Exchange Act and Rules 10b-5, 10b-6, 13d-1 and 
13d-2 thereunder; 


(5) Valerie B. Mace (“Valerie Mace”), of Somers, New 
York, an attorney and sole shareholder of Gresham 
Street Capital Corp. (“Gresham”) and Kent 
Consulting Corp. (“Kent”)—Sections 5(a), 5(c) and 
17(a) of the Securities Act, Sections 10(b) and 13(d) 
of the Exchange Act and Rules 10b-5, 13d-1 and 
13d-2 thereunder; 


(6) Gresham, a New York corporation—the same 
provisions specified above for Valerie Mace; and 
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(7) Kent, a New York corporation—the same 
provisions specified above for Valerie Mace. 


The Complaint alleges that between April and 
September 1979: 


(a) CBT offered and sold securities to the public 
pursuant to a registration statement which 
contained misrepresentations of material facts or 
omissions to state material facts concerning an 
affiliate of CBT, private sales by CBT insiders and an 
agreement to support the price of CBT shares in the 
aftermarket, for which CBT, Loran Covington, Gibson 
and Mace were responsible; 


(b) Frank Mace, Gibson, Loran Covington, Valerie 
Mace, Gresham and Kent used or caused to be used 
CBT common stock as collateral in 65 margin 
accounts with 32 broker-dealers for purchases of 
securities of public companies, primarily Presley, 
without disclosing to broker-dealers that the CBT 
shares were restricted in violation of the anti-fraud 
provisions of the securities laws; 


(c) Frank Mace and other entities effected a series of 
transactions in the securities of Presley causing the 
price of Presley to rise from approximately $10 to 
$20 per share, in violation of the anti-manipulation 
and anti-fraud provisions of the Exchange Act; 


(d) Frank Mace, while participating in a distribution 
of CBT securities, bid for and purchased CBT shares 
during a distribution in violation of Section 10(b) of 
the Exchange Act and Rule 10b-6; 


(e) Frank Mace, Gibson, Valarie Mace, Gresham and 
Kent failed to file Schedules 13D with respect to 
ownership of CBT shares and failed to file timely and 
accurate Schedules 13D with respect to ownership 
of Presley shares; and 


(f) Gibson failed to file beneficial ownership reports 
with respect to Presley shares owned by VGI. 


Simultaneously with the filing of the Complaint, Final 
Judgments of Permanent Injunction were submitted 
for entry against CBT, Loran Covington, Frank Mace, 
Valerie Mace, Gresham and Kent. These defendants 
consented to the entry of the judgments without 
admitting or denying the allegations of the 
Commission’s Complaint. 


In addition to injunctive relief against future 
violations of Section 17(a) of the Securities Act, CBT 
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was ordered, pursuant to its consent, to: 


(1) use its best efforts to secure a Board of Directors 
composed of a majority of independent directors; 


(2) establish an audit committee composed entirely 
of independent directors with certain special powers 
and duties; and 


(3) institute internal procedures with respect to 
beneficial ownership reporting requirements. 


CBT further undertook to expand its Board of 
Directors to seven members. 


Loran Covington consented to injunctive relief from 
further violations of Sections 5(a), 5(c) and 17(a) of 
the Securities Act and Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder. He was further 
ordered, pursuant to his consent, to: 


(1) correct and file any 
ownership reports; 


required beneficial 


(2) secure written opinion of counsel prior to 
pledging or disposing of CBT shares while an officer, 
director or contro! person of CBT; and 


(3) use his best efforts to comply with and facilitate 
the equitable relief agreed to by CBT as listed above. 


Frank Mace was enjoined, pursuant to his consent, 
from future violations of Sections 5(a), 5(c) and 
17(a) of the Securities Act, Section 9(a)(2), 10(b) 
and 13(d) of the Exchange Act and Rules 10b-5, 10b- 
6, 13d-1 and 13d-2 thereunder. 


Valerie Mace, Gresham and Kent were each 
enjoined, pursuant to their consents, from future 
violations of Sections 5(a), 5(c) and 17(a) of the 
Securities Act, Sections 10(b) and 13(d) of the 
Exchange Act and Rules 10b-5, 13d-1 and 13d-2 
thereunder. 





Litigation Release No. 9254/December 8, 1980 


SEC v. HAWKINS & HAWKINS INVESTMENTS, ET 
AL. (N.D. Tex./ Fort Worth Division) (CA 4-80-420) 


Wayne M. Secore, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
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Commission, announced that on November 28, 
1980, a complaint was filed in the United States 
District Court for the Northern District of Texas, Fort 
Worth Division, against Hawkins & Hawkins 
Investments (H&H), Kenneth Hawkins (K. Hawkins), 
and Luther Hawkins (L. Hawkins), all of Fort Worth, 
Texas. 


The Complaint alleged that H&H, K. Hawkins and L. 
Hawkins violated the registration provisions of the 
Securities Act of 1933 and the Investment Company 
Act of 1940. Specifically, the complaint alleges that 
the defendants offered and sold limited partnership 
interests to 109 investors in eight states and raised 
approximately $600,000. The investor funds were 
pooled and invested in listed call options. 


Simultaneously with the filing of the Commission’s 
Complaint, without admitting or denying any of the 
allegations in the Complaint, the defendants 
consented to the entry of a final Order of Permanent 
Injunction. The Order also requires the defendants 
to make their books and records available to the staff 
of the Commission no later than December 5, 1980. 
The Order further requires the defendants to 
liquidate the portfolio investments and distribute the 
proceeds pro-rata to investors by December 31, 
1980, and to file an accounting with the court 
following the liquidation and distribution no later 
than January 15, 1981. 





Litigation Release No. 9255/December 9, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
CHARLES S. ROSENBLUM (United States District 
Court for the District of Massachusetts Civil Action 
No. 80-2668) 


Willis H. Riccio, Administrator of the Commission’s 
Boston Regional O*fice, announced that on 
December 2, 1986, the Honorabie Joseph L. Tauro of 
the United States District Court for the District of 
Massachusetts, entered an order permanently 
enjoining CHARLES S. ROSENBLUM (“Rosenblum”) 
from further violations of the registration and anti- 
fraud provisions of the Securities Act of 19335 
(“Securities Act”) and the Securities Exchange Act of 
1934 (“Exchange Act”) in connection with his 
operation of South Shore Financial Associates 
(“South Shore”), a real estate financing business 
located in Braintree, Massachusetts. Rosenblum 
consented to the entry of the Order of Permanent 
Injunction without admitting or denying the 
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allegations of the Complaint. 


The Commission’s Complaint alleges that since on 
or about April 1, 1972, to the present, the defendant, 
Rosenblum, offered for sale and sold over 
$3,000,000 in unregistered securities in the form of 
promissory notes in connection with the operation of 
South Shore to investors residing in Florida, 
Massachusetts, New Hampshire, New York, Rhode 
Island and Virginia. 


Additionally, the Commission’s Complaint alleges 
that in connection with the offer and sale of these 
securities the defendant made misrepresentations 
of material facts and omitted to state material facts, 
concerning, among other things, the safety of the 
investments, the rate of return, the use of proceeds, 
South Shore’s financial condition, the value of South 
Shore's assets, the extent of South Shore’s liabilities, 
the profitability of South Shore, the description of 
South Shore promissory notes as certificates of 
deposit, the investment of proceeds in personal real 
estate ventures, the ability to pay South Shore 
promissory notes as they mature, the existence of 
collateral for South Shore’s real estate loans, the 
extent of delinquencies of South Shore’s real estate 
loans and South Shore’s initiation of foreclosure 
proceedings. 


The Commission’s Complaint also alleges that 
Rosenblum engaged in certain transactions, 
practices and courses of business which operated or 
would operate as a fraud upon investors, including 
failing to provide written information to investors in 
connection with their initial investments in South 
Shore promissory notes, soliciting former and 
current investors to invest and reinvest funds in 
South Shore promissory notes, soliciting former and 
current investors to convert existing investments 
into new investments at higher rates of interest and 
for longer terms, describing South Shore 
investments as risk free, furnishing information 
which misrepresented the extent of liabilities and 
net worth of South Shore, concealing from investors 
net losses in operations incurred by South Shore in 
1976 through 1978, failing to inform investors of 
delinquencies on South Shore real estate loans, 
failing to inform investors of foreclosure 
proceedings by South Shore in connection with its 
real estate loans, and soliciting investments, 
reinvestments and conversions in June, 1978, from 
former and current investors at higher interest rates 
and for terms of 5 or 10 years. 
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